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Practically ev ryone a t some time or another is 
face d with the problem o providing a horne. Yet the subject 
of housing , as such , is littl e understood by the a vera g e per-
son . And a lthough sh eltllr i s f undamental in the life of man , 
the ordinary person must usually adm i t that he is unab l e to 
provide for himse l f the ' ind of shelter which he vvould r.tav e . 
Housing i n the past has be en a study for specia l-
ists. Present indicatior s are, however, that in the f uture 
the l ayman will b e confr(l)n ted with thi s oro-olern . I n recent 
years there has been a v rl r y d efinite a tt.:lllpt on the part of 
the specialists to bring to the a ttention of all the i mpor-
t ance of this mat ter. Fforn every ang le t he housi ng prob l em 
has been presented . lvluc f ha s been writ ten -out not en ough 
has been accomplished . or the providi~~ of u home is a d if -
f icult matter--d i fficult fro m ooth tile p oint of vie w of the 
producer and a l so from , e p oint of vie w of t he consumer . 
Beca use housino is a LJ. icrocosm of our entire e co-
n omic system, any on::; phkse could e a sily have become the s u-o-
for a thesis . t1t b ~ st, therefore, this d i s cussion can 
at tempt to bring u J ·etner so me of' the most essential 
ject 
on l y 
el ements nee e s s a ry to an intellig ent und erstanding of tne 
situation and to ind ic a t briefly so rr.e of the pre sent trends . 
Writ ten by one / wh o is se eking , r i:ither tha n one who 
has f ound , my a i m i s to g ive pro per pe rspective to t.he eco-
n omic factors i nvo lved ahd to l ay the founda tion , as it were , 
I 
f or f uture build i ng . 
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EARLY HI STORY 
The United States Becomes Housing Conscious 
The problem of improving housing or the conditions 
under which men live (and I mean all men) is not a new one. 
It is only within recent years, however, that this vital sub-
ject has been accorded the attention of the public in gener-
al. In fact it is only the last two decades that have wit-
nessed an unprecedented awakening to the crying need for im-
proved horne conditions. 
The increase in the number of references made to 
Housing in indexes to periodicals (as compared to references 
to Homer for insta nce) is interesting evidence of this fact. 
In Poole's Index to Periodical Literature covering 
the period from 1802 to 1881, there were 104 separate refer-
ences to the classical writer Homer (possibly affecting the 
lives of 1/10 of 1% of the population) and only 6 items un-
der "Houses an::l Homes" which might possibly refer to Housing 
(affecting the life of every man, woman and child)--and this 
in a review of 237 magazines covering 79 years. 
In the next cumulative edition of this Index from 
1892 to 1896, covering 196 magazines, 4 references were made 
to Housing and Homer has taken a back seat with only 23 
i terns. 
Advancing to the Readers' Guide which seems to sup-
plant Poole's Index, in a review covering 69 magazines for 
the period from 1900 to 1914, the "Housing Problem" has 47 
separate items and Homer bas only 24 references. 
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Passing on to the years 1922-24, listing 111 peri-
odicals, Housing has grown enough to have many subheads and 
divisions and 106 items while Homer is down to 3 listing s. 
For our last two year period from July, 1935, 
through June, 1937, covering 116 periodicals, Housing has 7 
divisions, including 2 bibliographies and 253 separate refer-
ences. Homer has one! 
Thus has the subject of Housing grown and been con-
ceded a place in our national consciousness. 
Now let us see what has been happening in these 
years. 
Restrictive Legislation 
During this period our story will deal mainly with 
New York. This is not because other cities have not had 
their housing problems. No, indeed. It is only because New 
York's problem is typical and can more easily be portrayed. 
Coming later, but just as surely, Boston, Philadelphia, Wash-
ington, San Francisco and many of the smaller cities have 
been faced with similar conditions. And as the cities have 
had their slum areas and blighted districts, so the smaller 
places have had their shanty towns with families living in 
miserable, makeshift huts. 
One of the earliest notes of warning came from Ger-
ritt Forbes, a Health Inspector in the city of New York 
where naturally because of rapid growth, the local topogra-
phy and extent and character of the immigration congestion 
developed earliest. His report called attention to the 
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connection between bad housing · and high death rates. Dr. 
John H. Griscom, his successor, carried on the torch and 
many were his reports on the insanitary and overcrowded con-
ditions in New York's tenement houses. Disease was rampant 
and often epidemics emitted from them. 
As a result of Dr. Griscom's work the Association 
for Improving the Conditions of the Poor was formed. After 
a survey made by them in 1847, they published their "Fourth 
Annual Report" which stated that 11 the tenements of the poor 
in the city of Hew York are generally defective in size, ar-
rangement, water supply, warmth and ventilation, and that 
the rents charged for these \vretched accommodations are dis-
proportionately high. 11 
Although the state legislature made an investiga-
tion in 1857, it was not until 1866 that the City health De-
partment was created and 1867 before the First Tenement 
House Lawl for New York City was passed by the State Legisla-
ture. This was due to the efforts of the Council of Hygiene 
and Public Health of the Citizen's Association of New York 
which was formed in 1865 to investigate an increase in the 
death rate from 32.7 per 1,000 of population in 1856 to 
35.32 in 1865. They found that "in spite of the recommenda-
tions of the legislative committee, 15,000 people were still 
living in cellars. Some of these cellars were below sea lev-
el and had water constantly standing in them. Sometimes it 
was sewage. A mother with a newborn baby was described as 
1 
I\f . Y. Laws 1867, c. 908 
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lying on a bed elevated on boxes to lift it above the water. 
Backyard privies abounded with overflowing vaults. Open gut-
ters ran with sewage. Garbage was thrown into the streets. 
Decaying animal and vegetable rna t ter was everywhere. Pi t5s 
and goats roamed through the streets acting as scavengers • 111 
This in the fair land of America where 11 Home, Sweet Home" is 
the hymn of many. 
This new tenement house law specified that: 
1. It was unlawful to build a tenement house covering 
100% of its lot. 
2. A ten-foot yard must be left at the rear for light 
and air. 
3. Living quarters which were completely underground 
could not be rented. (The ceiling must be at least 
one foot above the curb level.) 
4. Running water must be available--although a hydrant 
in the yard would suffice. 
Thus after 33 years of reports, investigations, 
hearings, etc. the first step was taken. 
Conditions improved, but slowly. It was still nec-
essary to keep "hammering" away at the problem. 
The second step wa s the establishment of' the Tene-
ment House Commission in 1884 whose reco1nmendations in 1887 
were embodied in the amendments to the tenement house law. 
These amendments provided for: 
1 
1. Increased Sanitary Force for the Board of Health. 
2. Running water on each floor of tenements. 
3. Abolition of privy vaults. 
4. Concreting of cellar floors. 
Wood, Dr. Edith Elmer, "The Housing of the Unskilled Wage 
Earner" (New York, 1919 ), p. 35-36. 
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Closely following these revisions, we find another 
'r enement House Commit tee in 1894 and sti 11 another in 1900. 
The f irst committee proved to be little more than an offi-
cial source of information but the latter one under the di-
rection of Hobert DeForest, President, and Lawrence Veiller, 
' . Secretary, was 1.nstrumental in the passing of the Second Kew 
York Tenement House La~ for first class cities in 1901, and 
the creation of the Tenement House Department to administer 
it in New York City. In g eneral the revised l aw provided 
for: 
1. A fairly hig h m1.n1.mum standard in structure and sani-
tation for buildings to be erected or altered in the 
future. 
2. A much lower standard for buildings already in exist-
ence. 
3. A uniform standard of maintenance (cleanliness and 
repairs) for both old law and new law tenements. 
Follo\ring the passage of this law, restrictive 
measures similar to New York's statute, and zoning laws 
swept the country. This latter for growir~ places~s fine, 
but alas, it was only a preventative and not a cure. Vlould 
however that zoning had been inaugurated earlier--then per-
haps we would have had fewer blighted areas. 
Parallel, but by no means keeping pace with the re-
strictive mea sures so briefly outlined, were scattered and 
more or less isolated attempts (presaging a constructive a p-
preach to the housing problem) by individuals to build model 
1 
N. Y. Laws 1901, c.334,5b5. 
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tenements, by employers to establish model towns to house 
their workers and by limited dividend companies. These de -
velopments of planned, low-rent housing projects in the Gnit-
ed States can roughly be divided into two main classifica-
tions: (1) Philanthropic1 and (2) Investment. All these 
projects were necessarily self-liquidating as no conc essions 
were at that time offered. Of necessity then, it was only 
by operating on a large scale and limiting dividends that 
rents could be reduced. 
A few of the better-knovm might b e mentioned at 
this point. 
The Octavia Hill Association of Philadelphia which 
repaired and managed old houses dates from 1896. Under the 
leadership of this worran of rare personality the 11 human" man-
agement of tenements, etc., at a price, was attenpted and 
carried to a successful finish. 
The Boston Cooperative (mainly a limited dividend 
company) was incorporated in 1871. 
The Alfred T. White model tenements were bu ilt in 
Brooklyn from 1877 to 1890. The success of the se, hovvever, 
must largely be attributed to l<ilr. ~Jihite's own personal abili-
ty in comb ining acceptable standards and low rents. 
The Pullman Palace Car Company experiment (a com-
pany town) was begun in 1881 and incorporated in the city of 
1 
r he word "philanthropic" is used here in the sense that the 
principles underly ing the i n itiation of such projects 
were primarily of such a nature. 
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Chicago. This project was wrecked on the rocks of paternal-
ism. 
Perhaps the large st model properti e s in this coun-
try previous to the World War were thos e erected and owned 
by t he City and Sub~rban Homes Company of New York. Or gan-
ized in 1896, this corporation, by l liniting dividends, aimed 
to provide at current warket rents for ordinary tenants, a 
wholesome and superior type of acconunodation. 
The Washington Sanitary Ho~sing Company, dating 
from 1904, and the Cincinnati Model Homes, 1908, were s i mi-
lar to the City and Suburban Horne s Company of New York--both 
with limited dividends. 
Phipps Ho~ses, Inc. was f ounded in 1905 with a 
gift by Henry Phipps. Apartment houses were erected in 1905, 
1906, and 1912, the latter two for negroes. ~arnings f rom 
all these projects continue to be reinvested in a fund for 
new housing developments. 
Prog ress? Yes! BUT--and therein lies the story. 
With the exception of a few spotty experiments, similar to 
those just mentioned, practically all action up to this 
point was merely restrictive and did little to spe ed the dem-
olition of existing obsolete structures or make it possible 
for the v.t>rkers, in general, to purchase better housing "for 
the money." Pertaining to the first part of this last state-
ment, I quote from the Encyclopaedia of the Social Sciences--
11According to the first report of the Tenement House Depart-
ment there were 82 ,000 old law tenements in New York City 
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when the new l aw went i nto effect on January 1, 1902. The 
tenth re port of the de partment shows tl:m. t the re v.,rere st ill 
6 2 , 619 on January 1, 1~20 . A demolition of 13 , 381 houses i n 
28 yea rs g ive s an average of l e ss than 500 annually . .-~. t 
tha t rate it will s till take more t han 140 year s f or the 
l ast of them to go. 11 1 Th is ind eed i s evid ence of' the fa ct 
t hat some t h ing else is necessary . 
Restrictive l eg i slation y.,rhi ch a i ms to enf orce mini-
mum standar ds of light , v entila tion, safety and sanita tion 
i s i mport a nt--decid e d l y so --b u t it i s only one - ha l f of the 
p icture . ~~t only mus t there be r e s trictive l egi s l a tion 
which a i ms to prevent the creation of poor houses but there 
must als o be constructive l eg i s l a tion wh ich aims to i nc rea se 
the s upp l y of good ho uses . avai l ab l e to the ma s ses . Lav.rrence 
Veiller in "A ·v~odel fious ing Law11 (p . 4) has aptl y s tated 
t h i s do ub le need-- 11 The housing pro blem i s the problem of en-
ablin~ t he g- rea t rras s of peop l e who ·want to l ive i n decent 
surround ing s and bring up tbeir chi l dren under pr o1Jer• condi-
tions to have such opportunities . It i 3 also , to a v ery 
l a r ge ex tent , the prob lem of pre ventin6 o-c,her peo p l e who ei-
ther do not care f or d ecent condi t i on.s or are unable ·to 
a chie ve t hem f rom rrn i ntainin0 condi t i ons wh ich are a me nac e 
-c..o the ir ne i ghbors , t o the conm1W1ity and to c ivilizat i on . " 
And so we pas s f rom this f ir s t pe riod of negative , 
restric t ive l eg i s l a ti on to one of pos it i ve c on structive leg -
i s l a t i on . 
1 
:,Jood , Dr . Ed i th ~lmer , ' 'Enc yc l opaedi a of the Soci a l Sc i -
ences, 11 Vol. VI I (1:'-Tew York , 1 935) , p . 5 1:3. 
-9-
Before leaving this era., however, we must not fail 
to mention the names of Jacob Riis and Sdward Bellamy. Ja-
cob Riis in his books "How The Other Half Lives 11 and "The 
Battle With The Slums" gave to the public the human side of 
the housing problem and did much to touch the hearts and 
minds of many. Edward Bellamy in this period, like many of 
his Utopian predecessors, dared to dream, to criticize and 
to think differently. His "Looking Backward" written in 
1887 gave us a picture of what housing for all men might be 
and held out to us a hope for the future. 
Constructive Legislation 
With the advent of the \"Jorld War the United i:>tates, 
for better or for worse, definitely embarked on a period of 
constructive legislation aimed to provide better housing. 
This is emphasized by the fact that during the 20's not a 
single new restrictive housing law, state or local, was en-
acted in the United States. 
Previous to the VJar, however, one state project is 
worthy of mention before going on. This is the Massachu-
setts Homestead Commission which v~s created in 1909. Al-
though this Commission was very active, only two accomplish-
ments stand out. (1) The recommendation that planning 
boards be instituted in each city and tovm of more than 10,-
000 inhabitants was enacted into law in 1913. This restric-
tive measure for towns of this size is indeed important and 
extremely laudable. (2) This was the passage of a bill au-
thorizing this commission to spend $50,000 in buying 
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suburban land, building homes with gardens, and selling them 
on long-time payments to workers living in congested quar-
ters .1 Although this resulted in the building of only 12 
houses on the outskirts of Lowell (and sold to workmen) it 
is, nevertheless, an important step in that it is the work 
of union labor and not the work of social economists. 
From the War to the Depression 
Among other thing s the War created a situation 
whereby in 1918 the Federal Government found it necessary to 
undertake the construction of not only houses f or its a rmed 
forces, but also homes for its vast army of war workers who 
were concentrated in certain definite areas. Sometimes this 
meant the creation of whole new communities. 
The Housing Division of the Shipping Board with an 
appropriation of $75,000,000 "lent money to realty companies 
incorporated by ship-building companies, with loans secured 
by blanket mortgages covering land (provided by the ship 
building companies) and improvements. Under its direction 
35 projects in 24 localities were completed. These develop-
ments included 8 7947 houses, 1,119 apartments, 19 dormito-
ries and 8 hotels with accommodations for 27,732 men." 2 
The United States Housing Corporation (a newly 
formed official body) under the Department of Labor, with 
;)noo,ooo,ooo, built and managed 44 projects in 28 localities. 
1 
Massachusetts Acts. 1917, c.309 
2 
Urban Housing (Washington, 1936), p. 25. 
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'I'his work was more pe r manent a nd served not only to house 
workers during the war, but sh owed the wo rth of building mod-
ern dwellings of good design in well-p lanned corrununi ties . 
At the tinE of' these proje cts there was consid er-
abl e agita tion for a national housing prog ram with some sort 
of permanent government a ssistance, but with the Armistice 
carne c.t wave of reaction a nd private business enterprise 
again asswned control. And as the p ost-War h ous ing shortag e 
deve loped , the movement for r estrictive le gisla tion d ied out 
--although some of this enthusiasm was transferred to the 
spread of zoning . 
Anothe r constructive step was taken by California 
in 1921. Here in this state the Veterans .:Tarm and Home Pur-
chase Actl was established with the Veterans Welfare Board 
to administer it. "The purpose is to aid home ownership on 
the part of veterans of smal l means, without e xpense to the 
taxpayers. Homes of excellent qua li-c,y have been acquire d by 
over 11,600 veterans, who are paying fo r them over a twenty-
ye a r period . Serial bonds have been i ssued to an amount of 
$50 ,000 , 000 . The ve tera n s, not the taxpayer s , pay principal 
and interest. Some 10 ,000 mor e ap proved appl ica tions await-
e d a t l ast accounts a uth orization of the issue of further 
-oonds. 112 
1 
Cal. Stat . 1921, c. 51 9 . 
2 
-Nood , Edith El mer, nLa.w and Contemporary Problems, 11 
(Durham, lJorth Carolina, 1 934 ), p . 14 . 
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A third important piece of constructive legisla-
tion was the New York State Housing Law1 which was pas sed in 
1926. This statute provided f or t wenty years exemption from 
state mortgage and f ranchise taxes to projects aiming at low-
cost housing and which were approved by the St ate Board of 
Housing which was established to administer the law. Al-
though only f irms in New York City took advantage of th i s 
law, those tha t did, were very successf ul. Several involved 
small-scale slum clearance. Let it be noted here, however, 
tha t although this subsidy was an important factor in elimi-
nating New York City's numerical housing shortage, it did 
little to benefit the health and standard of living of the 
average working cL~ ss family. This new construction was 
largely acquired or rented by the top economic third of the 
city. 
It is interesting to note that both these states 
had a constitutional bar a gainst state housing loans but, 
withal, they used other means. Although California's char-
ter forbade the lending of credit to individuals or corpora-
tions, it did not f orbid the buyi ng and selling of rea l es-
tate! Likewise New York found another method and off ered en-
couragement through tax exemption. 
1 
New York Laws. 1926, c.823, N. Y. Cons. Laws (Cahill , 1930) 
p. 2781 
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But you say 11 that is past history--with the re-
strictive leg islation and zoning Which we have had since the 
last part of the 19th century, the constructive measures 
since the ·war, and the period of prosperity in the late 
1920's, these conditions have largely been ameliorated. Oh! 
yes, we have some slums, but the majority of Americans have 
a high standard of living. n 
Yes, indeed, it has often been quoted that America 
has the highest standard of living of any country in the 
world. Undoubtedly, she has. But let us pause to analyze 
what this high standard of living consists of regarding home 
conditions. Let us see how Americans, in general, are 
housed. 
The Department of Commerce in 1934, in anticipa-
tion of the need for basic facts with which to at tack the 
housing problem and to coordinate this with the activities 
of the Administration for unemployment relief, made a Real 
Property Inventory, investigating 2,633,135 dwelling unitsl 
in 64 American cities. (See PLATE I) The cities chosen 
ranged in size from Santa Fe, New Mexico, vvith a population 
in 1930 of 11,176 to the Cleveland Metropolitan District 
1 
Dwelling unit in the meaning of the Real Property Inventory 
is a residential unit; that is the living quarters of a fami-
ly commonly called "home." A dwelling unit may be an entire 
residential structure, such as a single family building or a 
part of a residential structure, as two, three, or four fami-
ly houses or apartment houses.--Real Property Inventory 
(Washington, 1934) p. 10. 
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with 1,194,989 inhabitants. These cities also represented 
different types of economic development and varied consider-
ably as to location, age and rate of growth. 
Their findings are as follows: 
CONDrriON OF DWELLING UNITS1 
Occupied 
Total Single Family 
% of' % of 
Condition Number Total Number Total 
Total 2,428,907 100.00 1,451,239 100.00 
Good Condition 946,553 38.97 579,533 39.93 
Needs Minor Repairs 1,081,385 44.52 633,055 43.62 
Needs Major Repairs 357,005 14.70 213,586 14.72 
Unfit for Use 41,891 1.72 23,928 1.65 
Not Reported 2,073 .09 1,137 .08 
Vacant 
Total Single Family 
% of % of 
Condition Number Total Number Total 
Total 204,228 100.00 85,567 100.00 
Good C:ondition 51,558 25.25 20,127 23 . 52 
Needs Minor Repairs 86,565 42 .39 33,771 39 .47 
Needs Major Repairs 48,842 23.91 21,684 25.34 
Unfit for Use 16,856 8 .25 9,723 11.36 
Not Reported 407 .20 262 .31 
'rhey also found that 24.3% of the dwelling units 
were crowded (two or less persons per room, yet more than 
one person per room); 2.0% were overcrowded (three or less 
persons, but more than two persons per room); and .5% were 
greatly overcrowded (three or more persons per room.) 
1 
Real Property Inventory (Washington, D. c., 1935), p. 32 
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Continuing , it was found that of the owner-occu-
pied dwe lling units (1,035, 927) there were 167, 964 or 16 . 21% 
without baths and 137 , 016 or 13.23% without indoor water 
closets. In the rented dwelling units (1, 597 , 208) there 
were 445 , 01 3 or 27. 86% without baths and 312 , 611 or 19 . 57% 
without indoor toilets. 
Swnmi ng this up we f ind that of occupied dwelling 
units (vacant units run even hig her) approximately 
1 out of every 6 is unfit f or use or needs major re-
pairs . 
1 out of every 4 is crowded. 
lout of every 5 is without a bath . 
1 out of every 6 is without an indoor water closet. 
I n considering these f i g ures, it must be remem-
be red that they re f er to urban housing exclusively and only 
to relative condition, t ak ing no account of the quality of 
p lan or equipment, or the relation of individual dwelling s 
to the neighborhood . Comment i ng on this, Dr . Edi th Elrner 
'1/ood says, rtseveral serious omi ssions appear in the survey 
f rom the social po i nt of view. No count has be en taken of 
dark rooms, one of the g reatest housing evils, or of lot 
overcrowding ..• Cellar and basement dwellin,5s a re not re-
corded as such . Another thing not shown by the RPI, but 
wh ich those of us wh o know housing know exists, is the damp-
ness that comes from wall cra cks . nl 
1 
Wood, L!:dith Elmer , nsurvey Graphic , n (January , 1935) , p . 6 . 
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Now let us consider the conditions of rural hous-
ing. To understand how important, numerically, is the ques-
tion of rural housing , it need only be remembered tha t out 
of a total of 25,204,976 dwellings listed in the 1930 Census, 
12,158,277 were located in rural sections. From this Census 
we learn that 
Ninety (90) per cent of dwellings had no inside flush 
toilets. 
Seventy-seven (77) per cent were without a piped-in 
water supply. 
Eighty-five (85) per cent were writhout bathtubs. 
Fourteen (14) per cent were 50 years of age or older. 
(Figures used are for the median state in each distribution.) 
11 The Department of Agriculture tells us that in 
1934 only one-half of the farm dwellings in the country were 
in fair condition. That means that the other half (accord-
ing to Department of Agriculture figures) either needed ma-
jor repairs or were not fit to live in. 111 
These figures are perhaps the most comprehensive 
available, but before proceeding it will be interesting to 
note what other authorities have to say on the subject. 
The American Federation of Labor in a report of 
the Executive Council to the Fifty-sixth Annual Convention, 
held at Tampa, Florida in 1936, made the statement that "Mil-
lions of our present houses are so sub-standard and decayed 
that they constitute a proven menace to public health and 
1 
Homes for Workers, (Washington, D. C., 1937), p. 12. 
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v,relfare. Not less than 10% (some authoritie s p ut i t hi6 ner) 
or 3 , 250,00 0 dwelling s are unfit for f urther us e either b e-
caus e o£' conditi on or loca tion. 'l'hey require immediate re -
placement either on the present site or elsewhere • 11 1 The 
Council a lso states tha t 11 In t he city of Hew York alone 5 16 ,-
360 families, or about 1,750,000 persons, live in s l uin a rea s. 
Th is i s a pproxim&tely 25~ of the resid entia l po pulati on of 
t he city. Of the dwellirg units occupied by these f amilies 
236 ,000 have n o tub or shower ; 1 90, 000 have n o priva te in-
door water clos ets; 244,00 0 have no hot water su pply what-
ever. ' bout 290,000 dwellint5 rooms are without out s i d e wi n-
dows. 112 
·rne Civil Work s dministration made a s urve y of 
h ousing conditions in the city of ·.Jashing ton wh ic h showe d 
tha t 11 in 1 932 , among 2 0 , 000 dwe lli115 units ren ti ne; i'or .p30 . 
per month or less, 28% were by a ny r easo nab le standa r d un i n-
h a bita b le. Hearly h alf or this 20, 000 p ossessed n o priva te 
toile t facilities and one out of six had no w&ter supply 
within the d welling unit. Three out of' four of the dwelling 
units i n t h i s price range wer e he a ted only by stoves and 
nearly ha l f had only oil l amps f or illumina tion . 1:1ore t ha n 
one out of thr ee were more than 50 years old. u3 So t h is is 
1 
2 
3 
Re1Jort of the .t'Jxecutive Council of the American Fe deration 
~f Labor , (Tampa , Florida , l·:ovember 1 6 , 1 9 36) , p. 14 1. 
I bi d . p . 1 42 . 
Stra us, Na t han, " Cur rent History ,n (March, 1 938 ) , p . 1 9 . 
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Washington--a planned city of beautiful parks, marble monu-
ments, and broad avenues--a city where millions of dollars 
have been spent in the construction of buildings but not 
homes. These are the conditions of life in the shldow of 
the White House. 
OUR CAPACITY TO PRODUCE 
-- .-
At best, the description of housing conii tions in 
the United States is . not a "pretty picture." It is not a 
picture that rich America--the land of plenty--should be con-
tent with. I say ''rich America" for certainly we have plen-
ty of land, labor, capital and building materials with which 
to provide good housing for all our families. 
"America does not lack land. If we estimate our 
popula tion at 125,000 ,000 ani allow 5 to a family, we could 
give each family one acre of land, and put the entire popula-
tion of the United States in the state of Kentucky. .Or, we 
could place each family in a one-family house on a 50 x 100 
foot lot and move the entire population of the United States 
to Connecticut."1 
As to labor, capital, and building materials, we 
will now turn to a study called "America's Capacity to Pro-
duce" made by :Sdwin G. Nourse and associates at the Brook-
ing s Institution in Washington, D. c. Before relating any 
of their findings, it is well to mention that practically 
all students and authorities have considered this to be a 
most conservative study--one which tends to underesti.rnate 
rather than overestirna. te. 
Now as to labor--labor available to build houses. 
They present facts to show that the construction industry in 
1929 had a labor slack of about 270,000 workers. Assuming a 
1 
Davies, J. E. , 11Journal of the National ~ducation As soc ia-
tion." December, 1935. p. 292 
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revival of bus i ness , it is estimated tha t the construction 
i ndustry wou l d be ab le to a bsorb about one-ha l f of t he s l a ck 
existine:£ in 19 29 and B.t the s ame time relea se 135 , 000 work-
ers to other c allings . This certa inly i r:d ic a tes tha t iuneri-
ca has a deq ua te l abor to produce oe tter housing . 
Capital, i nclud ing producers' g oods and money, i s 
another requisite fo r home bui l d ing . Although ma ch i ne meth-
ods have never been used to any g re a t extent in the co nstrue-
tion of small houses , there is n o r eason why they s ho uld not 
be --a t l east partially . Considering our general p roduc tive 
achievement i n ti1is f i e l d , th e Brook ing s Institution study 
sta te s tha t t he r a te oi' p l ant utiliza tion in Ameri can i ndus-
try as a wh ole was only 80% oetween 1 925-19 29 , the period of 
our g reatest p ro sperity. Tr ansporta tion facilities ~re 
shown by the f ollowi ng statement made by t hem: ttrn 1 928 we 
we r e not using trac k capacity b eyond 4 0 or 50%, or rolling 
stock c apacity or terminal c apacity, g e11 erally speak i ng , be -
yond 70'-;b. . without any i ncrease in the fixed cap i tal i n -
vest.ed in our transportation agencies, and "vi th on ly a moder-
ate increase in equipment and labor supply, our transporta-
tion system could carry double the tonnage t hat was moved 
during t he re cent era of prosperity . 111 
For the quan tity of money and credit they raake 
thi s sta te ment: "The significant fact for our present 
l 
Hour,s e, :::T:dwin G. and Associa tes, "America's Capacity to 
Prod uce, 11 (Washing ton, 1 934) , p . 374- 375 . 
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purpose is tha t the quantity of money and credit was not on-
ly suff icient to taKe ca re of pro ductive req uir ement s on the 
hitherto existing price level but vvas suf ficient to make it 
~ossible to f inance production and trade on a price level 
more than double that vv'h ich existed a t the turn of the c entu-
ry . i.~oreover , a t the peak of the bo om period , there re -
mained very larg e exc ess re serves . nl 
Build ing ma teria ls is the las t r eq uisite . These 
materia ls include lumber , bui l ding stone, lime stone for the 
Ii1a n ufa cture of cement, clay for b ricks and tile , s a nd , g r av-
el and iron. :Secause lumber is the prime materia l f or· small 
houses and i s a lso used i n others , we will look a t the: t s itu-
ation f irst. r''l'he ~_;resi dent ' s Re s earch Commit tee on 3ocial 
Trends reports a surp lus of lumber pro duc tion i n Ame rica, 
but warns tha t 1 the surp l us is of lumber pro duction and not 
of timber g rowth . 1 Ka turally th i s l a tter must be watched 
bu t , i f co nse rva tion policies a r e d ev elope d , there i s no rea-
son to look for a shortag e here . Also tbe increasi ng use of 
other materials in h ousing will rr.e.ke more secure the surplus 
of wood . Confirming this, the 1·fational Lwnber J:.Janufactur-
ers ' As socia tion asserted in 1 9 31 th a t ' a t no ti me in the 
l ast decade has lun1ber producti on been a s much as 60 per 
cen t of the installed c apacity .' And in the very prosperous 
1 
Hourse, ~dwin G. and '•s socia tes, "America ' s Capacity to 
Produce, 11 (":Ja shington , 1 934 ) , p . 404 . 
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year of 1823 , the .::ensus of 1,~anuf'ac ·turers re port for lumoe r 
and timber products showed 76~ of capaclty utilized. 11 l 
? robab l y the onl y other i tems wh er-e the ade quac y 
of supp l y could b e questioned are iron and other materials 
such as copper, l ea d , z i nc , etc . Referr i ng again to the 
Fresid ent 1 s Research Committee on Soci a l Trends, their state-
ment is that nAmerica has enough minera l reso urc es to supp l y 
all her present and :future needs . ~Tot only i s there p lenty 
but the i mmed i a te ou t look is for ample supplies a vailable at 
a de clin i ng cost , and the i mmedi ate social problems g rowing 
out of the r inera l s seem less those of scarcity than of su-
per- abundance . 112 
Our co nclusion can only be t ha t 11 is 11r ich .Ameri-
ca11 --r ich i n eve r y th i ng it takes to produce g ood houses for 
all--except perhaps the will t o produce them. 
Te chnically , wi th a ll our resources , i t shoLLla oe 
easy for h.rnerica to solve the housi n.::; problem. l!:: co nomical l y , 
however, the difficulties a re more co mpl ex . 11 And a s i ndu s -
trializa t i on proceeds the housing prob l em moves steadily out 
of the technical sphere i nto the economic . Th ere it is swal-
lowed up by the l arge r prob lems of p l anning a so ciety tha t 
can utilize a ll its produc tive resources fo r the b en ef i t of 
rnanki nd . 113 
l 
2 
3 
Davies , .J . :t' ., 11 J ourna l of the Na tiona l 3duca tion . .:..ssocia-
tion . 11 December , 1935 , p . 292 . 
Ibid . P · 20 ;:~<:::. 
Larsen , ,..., The odore, .... .... n Sur ve y Grap h ie, 11 <July, 1937 . p . 38~ . 
I MPORTANCE OF HOUSI NG 
Now that we have an approximate picture of Ame ri-
can home conditions, vve can ask ourselves the question, "How 
important is it to us? 11 Forgetting for the minute thc:.t per 
cent of the population that has to "put up" with these condi-
tions, let us investigate the social i mportance of this situ-
ation. 
Health 
As we noted before, the first warning in the Unit-
ed States came from Gerritt Forbes, a Health Inspector in 
the city of New York. And from that time, even to the pres-
ent day, Health Departments in New York and in every other 
city and town have been active and instrumental in forward-
i ng the cause of better housing. 
Here it is interesting to note too that health of-
ficials also have begun to realize the need for constructive 
as we ll as restrictive measures ~vith which they have gener-
ally been associated in the past. Dr. c. E. A. Winslow, Pro-
fessor of Public Health, Yale School of v1edicine, and Direct-
or of the John B. Pierce Laboratory of Hyg iene, New Haven, 
Connecticut ha s this to say about housing and health: "From 
one standpoint, of course, housing is a falliliar part of 
your daily duties. From the earliest days U1e Board of 
Health has dealt with specific nuisances and has stood ready 
in case of emergency to condemn an entire dwelling as unf it 
for human habitation. In the past, however, our ~ork in 
this field ha s been negative and destructive; in the future 
it must be positive and constructive. We are not content to 
-24-
close polluted wells and destroy contaminated milk; we con-
sider it our daily duty to see that the community ha s a saf e 
water supply and an effective system of pasteurization. So 
we must not be satisfied to condemn insanitary tenements. 
VIe must also make it a part of our task to see that insanita-
ry tenements are replaced by decent dwellings •.• neither 
physical nor mental health nor fullness of living is possi-
ble where a whole family is crowded into a single room of a 
city tenement or struggles for survival in an insanitary 
shack on an Appalachian mountain side. 111 
Undoubtedly, in this a ge where human values are so 
important, and Where the life of an individual is so en-
meshed with the life of every other individual, it is impor-
tant that we should recognize the part that housing plays. 
'rhe United States Children's Bureau in Johnstovm, 
Pennsylvania carried on a most interesting and conclusive in-
vestigation with a view to establishing the probable rela-
tion between health and housing. In this study the state-
ment of Dr. Newsholme (author of Vital Statistics) tha t "in-
fant mortality is the most sensitive index we possess of the 
sanitary conditions of the home" is forcefully borne out. 
·rheir investigation showed that the in.fcmt death rate was 
108.3 deaths per 1,000 in homes which were provided with in-
door water closets, as against 159.3 in homes that used yard 
1 
Winslow, Dr. c. E. A., "American Journal of Public Health," 
January, 1937. p. 56. 
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privies. The infant mortality rate was 117. 8 per thousand 
in homes where water \~S p iped into the house as agains t 
197.9 in homes where the water was outside. And in homes 
where bath-tubs were available, the infant dea th rate was 
72.6 or less than half of 164.8 where no tubs were used. 
These figures are particularly to be considered 
and worth comparing to the figures given by the Department 
of Agriculture f or home conditions in rural areas. So many 
times, and justifiably so, of course, we think of health in 
terms of slums, yet we must realize that conditions on farms 
are not too good and should not be overlooked. 
And then after these children are born, what 
chance do they have ? In the "Training of tbe Human Plant," 
Luther Burbank says ''all aniw.al life is sensitive to environ-
ment, but of all living things the child is mos t sensitive." 
No doubt that poor housing was one of the contri-
buting factors in producing the first draft of young men in 
which about 1/3 were rejected because of physical de f ects. 
James Ford in rrsocial Problems and Social Policy," 
states that "Housing is another physical element which is 
fre quently spoken of as having a bearing on the g rowth of 
children. It is exceedingly d ifficult to establish a direct 
correlation between housing and malnutrition, as the housing 
influence cannot easily be separated from the other condi-
tions which accompany it. Congestion is usually associated 
with a number of other unpropitious circumstances. Similar-
ly, spaciousness of home usually means higher economic and 
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other standards. The f a ctor of housing cannot be dissociat -
ed from the a ccompanying conditions and it is therefore im-
possible to gauge its single influence correctly."1 But he 
goes on to state that rrnr. William Leslie MacKenzie and Cap-
tain A. Foster, in their study of the physical condition of 
72, 857 children attending the public schools of Glasgow, 
Scotland, made a number of intere sting observations r ega rd-
ing the effect of housing on the physique of the children, 
which throws a light on the possible relationship. They 
found, for ag es of five and eighteen years, that height and 
weight varied with the spaciousness of the horne, as can be 
seen f rom the f o llov'ling table: 
Number of Rooms Boys Girls 
In House Weight Height Weight Height 
Lbs. In. Lbs. In. 
1 Room 52.6 46.6 51.5 46. 3 
2 Rooms 56.1 48.1 54.8 47.8 
3 Rooms 60.6 50.0 59.4 49.6 
4 Rooms 64.3 51.3 65.5 57.6 
The report relating to this investigation states 
'It cannot be by accident that boys in one-room houses should 
be 11.7 lbs. lighter on an average than boys from four-room 
houses, and 4.7 inches smaller ••• girls 14 lbs. lighter 
. 2 
and 5. 3 inches shorter.' 11 
1 
2 
Ford, James, "Socia l Problems and Social Folicy,n (Boston, 
1923 ) ' p • 734 
Ibid. p . 734 
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Citing New York again, but at tile same time remem-
bering that what is true in New York is true in a l esser de-
gree in the slums of other cities, the American Federa tion 
of Labor reports that nin t he ca se of these half million fam-
ilies living in the slum areas, during the decade between 
1925 and 1935, the death rate due to all causes was 84% high-
er among these families than in the rest of the city. In 
the same period, the tuberculosis r a te was 219% highe r . The 
death rate caused by spinal meningitis was 244% higher. The 
diphtheria rate 202% higher and the rate of death caused by 
fire was more than 200% higher then in the remainder of the 
city. 111 
Dr. Frank A. Craig in "A Study of Housing Condi-
tions in Selected Districts of Philadelphia, published by 
the Henry Ph ipps Institute quotes a statement made by Miss 
Mildred Chadsey, Chief Sanitary Inspector of the Health De-
partment of Cleveland, Ohio which is as fo l lows: "Our city 
ha s prepared a set of pin n~ps that show where the cases of 
tuberculosis, contagious diseases, of gastro-intestinal dis-
eases, of infant deallis, and of deaths which have occurred 
during the year ma rked. It has prepa red another set of pin 
maps of where the f oul plumbing, the filthy yard closets, 
the dark rooms, the overcrowded lots are, and in every map 
the pins have gone in about the same place. 112 
1 
2 
Report of the Executive Council of the American Federa tion 
of Labor, (Tampa, Florida, l~ovember 16 , 1936), p. 142 
Aronovici, Carol, "Housing and 'rhe Housing Problem, 11 p. 9-10. 
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And so the story g oes on--and on--and on! And so 
Langdon VI. Post, in 1938, states that "Jacob Riis described 
these conditions 40 years ago and, except f or a few changes 
forced upon owners since that time, they remain much the 
same as they were then. The magnificence of New York is 
nothing but a facade covering its filth, its dirt and its 
shame. The great skyscrapers reaching up into the heavens, 
taking the breath away from the visitors as they sterun up 
the harbor, serve but to distract attention from the 17 
square miles of slum, blight, disease and tragedy over which 
they cast their shadows. 111 
Knowing, as we now do, that we are the product of 
heredity and environment, isn't it up to all of us to see 
that the one controllable element--environment--is con-
trolled? Can we ignore that per cent of our population 
doomed to live in sl urns and in homes where standards are be-
low those which we call "normaln? 
It is as Dr. Winslow says 11We have today ••• 
passed beyond tllat phase of public healt.h in which our ob-
jectives can be measured solely by the yardstick of mortali-
ty statistics, etc. Health means much more than just stay-
ing alive. It means that sort of physical and mental full-
ness of living which V/illiam James had in mind when he said, 
'Simply to live, move and breathe, should be a delight. 1 112 
1 
2 
Post, Langdon W., "The Challenge of Housing," (New York, 
1938), p. 38. 
Winslow, Dr. c. E. A., nAmerican Journal of Public Health, 11 
January, 1937. p. 57. 
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Crime 
Jacob Riis in "How The Other Half Lives" and "The 
Battle With The Slums 11 was one of the early reformers in 
this country to point out the fact that home conditions, par-
ticularly in slum areas did much toward producing juvenile 
delinquency and later in life, actual crime. In "How The 
Other Half Lives, 11 he says, "The gang is the ripe fruit of 
tenement house growth. It was born there, endowed with a 
heritage of instinctive hostility to restraint by a genera-
tion that sacrificed home to freedom, or left its country 
for its country's good. The tensnent received and nursed 
the seed. The intensity of the American temper stood spon-
sor to the murderer in what would have been the common 
"bruiser" of a more phlegrna tic clime. New York's tough rep-
resents the essence of reaction against the old and the new 
oppression, nursed in the rank soil of its slllins. Its gangs 
are made up of the American born sons of English, Irish and 
German parents. They reflect exactly the conditions of the 
tenements from which they sprang. Murder is as congenial to 
Cherry Street or to Battle Row, as quiet and order to Murray 
Hill. 'rhe "ass imilationn of Europe's oppressed hordes, up-
on which our Fourth of July orators are fond of dwelling, is 
perfect. The product is our own. nl 
Since that time many has been tt1e finger that 
pointed to the slum area of cities and tov;ns as one of the 
1 
Riis, Jacob, "How ·rhe Other Half Lives," (New York, 1 907), 
p. 218. 
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incubators of crime. When Langdon w. Post, tenement house 
conwissioner of New York City reported to the press on a re-
cent survey of slu~ areas as breeding places of delinquency 
and crime, he said, "Behir:d the Dillingers and the Diamonds, 
the Gerald Chapmans and Pretty Boy Floyds, there stand the 
slwns. Our report reveals these sections as initiating and 
fostering high rates of juvenile delinquency and the most vi-
cious types of crimes. Twice as many persons per thousand 
living in the slwns are arrested for crimes as in areas of 
standard housing • 11 
And what else can we expect when the environment 
is such as we have previously described. It is small wonder 
that children become truants, the truants delinquents, and 
the delinquents criminals. Conditioned as they are, what 
more could we expect? Ohl yesl occasionally a superior per-
son climbs the ladder and escapes, but more often bad habits 
and degradation have taken their toll. Of course, we cannot 
always say that poor housing produces bad people. Nor can 
we say that good houses produce good people. ~Ne know that 
is not always true. What vre can say though is that slum 
areas whether in towns or cities contribute many times their 
proportionate share of unsocial characters. 
How important is all this? Well--here are some 
facts. 
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"In 1926, Dr. Shaw in his consideration of Chica-
go's delinquency areas, shows by s pot maps that in districts 
of bad housing conditions 26.6% of the boys between 10 and 
17 years of ag e had passed through the juvenile police proba-
tion office. The highest rates of male juvenile delinquency, 
29.3 and 29.1 per cent, were in slum areas immediately west 
and south of the Loop. Areas of high concentration inevita-
bly have produced higher rates of delinquency. Fifty per 
cent of the 5,000 truants studied in Chicago lived in 9.8% 
of the total city area vmich contained 20.4 per cent of the 
total 10-16 year-old male population. This shows a concen-
tration of people on land more than ~rice the average of the 
city and the concentration of truancy, 2~ times the city av-
erage. One-fourth of all the juvenile delinquents came from 
10.9% of the juvenile population crowded into 6% of the city 
area."1 
11 The Wickersham report of 1931 shows similar condi-
tions in other cities. In Philadelphia 46% of the juvenile 
delinquents came from 25.1% of the population in 9.4% of the 
city area. In Cleveland 47.4% of the juvenile delinquents 
came from 26.3% of the population in 17.3% of the city area. 
Parallel conditions hav e been found to prevail in Birmingham, 
Richmond, Denver and Seattle. In all these cities, the high 
delinquency areas are areas of bad housing. 112 
1 
Urban Ho\lsing (Washington, 1936), p. 10. 
2 
Ibid. p. 11. 
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Thus we find that crowded, insanitary homes do 
much to sap the morals of people subjected to tl1em. Undoubt-
edly, as every police blotter will show, blighted and slum 
areas breed crime, drunkennes s , gambling and prostitution 
among adults, which habits are easily handed on to their 
children. Hence it should be of incalculable value to soci-
ety to have these homes uprooted and replaced with decent 
housing . 
Cost to the Taxpayer 
Socially 
First of all let us look at ti1is from the purely 
humanitarian standpoint- -that standpoint that cannot oe meas-
ured in dollars and cents. We saw in our previous study of 
the conditions of homes and the resultant health of the peo-
ple, tha t bad housing certainly took its measure . 'Tow i f we 
ponder a bit, we can see that this bad housing not only af-
fe cts the people who actually live in the slums, but people 
everywhere. '//hy'? Because disease germs cannot be confined 
to the slums! No one is entirely f ree from this menace 
whether dwelling in a tenement or residing in isolated luxu-
ry. 'Ne saw that when in 1916 and 1831 the dreaded infantile 
paralysis p l ague broke out in a slum area in Brooklyn (the 
same one both times) and vlithout regard for name , wealth , 
r a. ce or creed, crept over the country. r;·o quarantine is ab-
solut ely effective. Some where there is gu ing to b e contact 
and when that time comes it may b e your turn . 
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So too with crime. Certainly it is unnecessary to 
point out here the fact that criminals play their cards 
against people outside the sl~ms--indeed, we all know that 
it is the person out side the slum ·who is the easy prey for 
the criminal. 
It v.ould -be utterly impossible to me a sure t-he toll 
that slum areas in cities and towns and poor conditions in 
rural areas have taken. That toll--the toll of broken lives--
can never be put down in cold figures or words. Perhap s it 
is well that it can not--it might be too bitter ·a lesson. 
It is possible, however, to measure the cost (that all impor-
tant word to Americans today) in dollars and cents, of those 
areas to the taxpayers. That lesson surely will be heeded! 
Finane ia lly 
From the beg inning, social reformers, hea lth au-
thorities, etc. have knmm of the toll of broken lives, and 
many of them suspected that areas of bad housing were actual-
ly an expense to the public. It is only recently though 
that facts and fig ures have been produced to prove it. 
The State Board of Housi ng in blassachusett.s has 
made some excellent studies in this field. Because they are 
so pertinent to the subject in question , I take the liberty 
to include one of them in the body of this discussion . It 
is a study made by them of a substandard area in Chelsea, 
J.v assachuset ts . 
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An ~alysi~ of ~ Substandard Area in Chelsea1 
Continuing the policy of the State Board of Hous-
ing to study the economic loss of substandard areas, we sub-
mit the following analysis of a substandard area in Chelsea. 
This analysis involves a detailed study of land 
and building values, the income from real estate and other 
taxes, and itemized accounts of the various expenditures nec-
essary to maintain and operate the neighborhood for the year 
1935. 
The section of Chelsea selected for detailed study 
is located in the area bounded by Broadway, Park Street, 
Pearl Street and Chelsea Creek. 
In 1935 it had 1, 961 inhabitants living on 21.27 
acres of land. 
The total assessed value of land and building s in 
the section in 1935, amounted to $1,306,250. Of this runount 
$116,500 .was on tax exempt property, leaving a taxable valua-
tion of $1,189,750. 
Taxes on real estate in the section were delin-
quent or had been abated to the extent of 52.4 per cent. 
Real estate taxes from the section produced an income of 
$24,219.68 in 1935 as analyzed below: 
Analysis of Income from Rea! Estate Taxes: 1935 
Total Assessed Valuation of Land & Buildings 
Total Valuation of Tax Exempt Properties 
Total Taxable Valuation of Land and Buildings 
Total Tax Rate Income 
Abatements and Delinquent Taxes 
Actual Income to City 
$1,306,250.00 
116,500.00 
.$1,189,750.00 
$50,921.30 
26,701.97 
$24,219.33 
Ta~ fiate Income for Chelsea and for the :3ection 
Assessed Value of Taxable Land ard Buildings 
(in Chelsea) $42,265,200.00 
Assessed Value of Taxable Land and Buildings 
1 
(in Section) $ 1,189,750.00 
Annual Report of the State Board of Housing (Boston, 1936), 
p. 12-14. 
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1 935 
Tax Rate Income 
Tax Rate 
$42 .80 
Chelsea 
~~1' 808' 951. 56 
The Section 
$50 , 921. 30 
Analysis of Income from Other Taxes: 193§ 
Assessed Poll Tax. 
As sessed Water Tax 
Assessed Licenses, Permits, etc .• 
Assessed Street Sprinkling 
As sessed Excise Tax 
Total Assessed Other Taxes 
Delinquent Water Taxes 
Abatements 
Total Delinq uency. 
Actual Income to City. 
. $ 2,196.00 
3,309.79 
5,130.00 
383.00 
432.98 
~$11 ,451. 77 
$90 .07 
1~0 . 69 
$210.76 
- $11,241. 0 1 
The total income to the city from the Section both 
from real estate and other taxes amounted to $35,460.69 in 
1935 . The direct expenses and a f a ir proportion of the indi-
rect expense of operating this section to the city amounted 
to $135,837.65 in 1 935 . The net cost of the Section to the 
City amounted to $100,376.96 over and above the revenue re-
ceived in taxes. 
The following table is a summary of the income and 
the operating costs for the section by the various depart-
ments of the City. Be sides t he cost to the City there is 
the unofficial community ag ency of the parochial schools 
which contr ibuted to the upkeep of the Section. 
Statement of Income and_ Expenses of Ivi:aintaining the Section : 
1 935 
Total. 
Real Estate Taxes 
Other Taxes. 
Income 
.. 
. $35 , 460 .34 
. 24 , 210 . 33 
. 11,241.01 
Total. 
Direct Expenses: 
Welfare Depart.rnent 
School Dep9.rtment 
Police Department 
Fire Department. 
Health Department 
Highway Department . 
Library De partiTE nt . 
Water Depart.rne nt 
Indirect Expenses: 
Other City Deparunents 
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Expenses 
Operating Loss for the City of Chelsea 
Unofficial Community Agency Expense: 
Parochial Schools 
'fotal Cost of Iviaintaining the Section. 
Total Cost of IVfaintaining Section in excess of 
Income . 
$135,837.65 
$ 82,387.17 
14,772.52 
3,18 9.54 
4,632.30 
3,833.45 
2,409.54 
932.93 
3,127.03 
ij)20, 603.17 
~~100 '377. 31 
~16,400.00 
$161,237.65 
$115,777.31 
The community put $115,777.31 into the Section in 
excess of the money that it received from real estate and 
other taxes from the Section. A total deficit of $115,777.31 
is accounted for. This annual loss dumped into one small 
area should focus the attention of the cow~unity on the need 
for a remedy to change the character of the neighborhood. 
Substandard areas of this character are indeed a luxury for 
the City to maintain. 
The following table shows the assessed value of 
land and buildings and the tax rate income for 1935 with the 
amount of the delinquent taxes and abatements. 
Assessed ValuE_ of' Lalli anQ_ Building;s, 
Tax-Rate Income and Delinquent 'faxes 
For Chelsea and the Section: 1935 
Population, 1935. 
Total Assessed Value of Tax-
Chelsea 
42,673 
able Land & Buildings . . $42,265,200.00 
Tax Rate Income . 1,808,951.56 
Delinquent Taxes. 
Abatements 
The Section 
1,96 1 
$1,189,750.00 
b0,921.30 
22,330.47 
4,371. 6 0 
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Ratio of Delinquent Taxes and Abatements to 
Tax-P~te Income , per cent. 52 . 4 
The assessed value of the taxable land and build-
ings in tbe Section amounted to $1,189 ,750 in 1935 . Thus it 
is evident that the cost of maintaining this section f or one 
year which is in excess of $151,000 represents over one-
eighth or 12 .7 per cent of the assessed value of the land 
and buildings upon wh ich taxe s are levied. Aside from the 
utilities such as streets, sewers, water mains and street 
lighting , the community has a la.rge investment in the Sec-
tion as shown by tbe value of tax exempt property. The as-
sessed value of the tax ex empt land and buildings amounts to 
a total of $116,500. Thus 8.9 per cent of the assessed val-
ue of land and buildings in this Section is free from taxes. 
The actual income to the City from taxes in the 
Section of this substandard area ana lyzed amounted in 1935 
to $18.08 per capita while the cost of opera ti ng the Section 
was $77.12 per capita. Thus it can be seen that the city of 
Chelsea subsidized each n~n, woman and child in this area to 
an amount of $59.04. ·ro continue this subsidy means to per-
petuate a bad neighborhood. The actual money spent to main-
t a in this area i f capitalized would provide whole some hous-
ing on a sound social and economic basis. 
Similar studi e s have been made in other citie s in-
eluding Cambridge, ~all River, Lowell and Springf ield . All 
tell a s i milar story, proving tha t these areas are a heavy 
burden to cities. In analyzing a substandard a r ea in Lowel l , 
the Board c am'= to the following conclusion: "The actual in-
come to the City (Lowell) from taxes in the Section was 
ip30. 68 per capita in 1934 , while the cost of operating the 
Section was $94.62 per capita. Thus it can be seen that the 
City of Lowell subsidized each man, woman and child in this 
area to an amount of $63.94. ul 
1 
Annual Report of the State Board of Housing (Boston, 1936), 
p. 24. 
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Certainly studies of this nature are particularly 
valuable and should be made by every town and city. It is 
facts like this tl'a t should be studied am investigated by 
every adult. 
The Federal :Emerg enc y Administration of Public 
Works in "Homes for Workers" states that ntlle cost of fires 
alone in a Minneapolis sl urn amounted in one year to more 
than t wice the tax income. In a slum area in Boston, the 
cost of operation for 1934 was ten times the tax income. 111 
In Cleveland, in 1932, an analysis of a slum area 
was undertaken by the Rev. R. B. Navin and others under the 
general supervision of Howard Whipple Green. Dr. Edith Wood 
tells of this study as follows: "A deteriorated central 
area was chosen containing 2.5% of the population, occupying 
only -~ of 1% of the city area. Its population, predominant-
ly Neg ro and Italian, had decreased 27% between 1920 and 
1930. IncoiiE f rom all sources is com:r:ared with expend itures 
for direct service of the county ani Board of Education as 
well as the city, but tax delinquency is not deducted. ''Di-
rect service" is the sort that can be apportioned to a local-
i ty while g enera l administrative expenses of the city are 
distributed uniformly. In 1932 the cost to Cleveland tax-
payers for direct services to the area was $1,356, 98 8 , and 
the tax-rate income (which was not all paid) was $224,035, 
leaving a deficit of $1,131,953. Unofficial welfare agen-
cies in the neighborhood spent $615,459. Put in another way, 
1 
Homes l<'or ~ \Jorkers, (Washington, 1 937), p. 16. 
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the tax-ra te income from this sl urn was :j)lO .12 per capita, 
while the cost of operati ng the section was $61.22 pe r capi-
ta. In other words, the city of Cleveland subsidized each 
w~n, woman, and child in this area to an amount of $51.10 in 
1932. 'rhis seems to be rather a large subsidy for the privi-
leg e of maintaining a slum area. 'r he priva te welfare socie-
ties spent $27.68 per capita in the area, making a ltog ether 
the r a the r stupendous amount of $315. annually per f~nily of 
four persons. nl 
In fairness to these areas, we must say, of course, 
that non-slum residential areas in general show a p er capita 
deficit, but nothing like that shown for slum residential 
areas. A study made in Boston to show the per capita defi-
cit for non-slum residential areas sets the figure a t $10.81. 
Compare this to the subsidies of ~!>50. or more that we have 
noted for slum areas. 
Therefore, Mr. Taxpayer, humanitarianly speaking 
and financially speaking these slum areas and blighted dis-
tricts cost you money--they affect your own personal pocket-
book. Likewise, it is u p to you personally to do something 
about it. No longer can you afford the expensive luxury of 
slums. It i s too heavy a price that you pay. 
1 
Wood, Dr. Edith Elmer, 11 The Annals of the American Academy 
of Political and ;3ocial Science," March, 1937. p. 148 . 
QUR CAPACITY TO CONSUtm 
I suppose the next question we should ask our-
selves is 11 1fiHY? 11 Why do people continue to live in slum 
areas? Why don't they move out? Why doesn't the building 
industry do something about it? Why doesn't somebody do 
something about it? Why oh why? 
Without a doubt there is need for better housing . 
JTow let us ask 11 Why does that need exist and how great is 
that need?" 
Probably, without much thought, we can arrive at 
the answer to the first part of that question--people, in 
general, can't afford better housing . However, to simply 
leave it at that would be to "beg" the question. It is up 
to us to find out what per cent of the people can't afford 
it. To do this, we must know more about the basic circum-
stances which determine housing standards. 'rhese basic cir-
cumstances are: 
1. The size of the family income. 
2. The proportion of income at various levels that can 
be devoted to housing. 
3. The cost of residential building . 
11 The family income is i mportant as it alone governs 
the standard of living wh ich that family can enjoy and its 
ability to contribute to the life of the community of which 
it is a part. Around the receipt and utilization of incomes 
by the families which comprise society, revolves all our eco-
nomic activity. The economic system .•. produces the in-
comes which families are enabled to enjoy. In turn the char-
a cter of our productive activities and the continued 
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operation of the economic system depend upon the ways in 
which the people currently dispose of their incomes. ul 
In the United States it is generally accepted that 
20 per cent or one-fifth of income is a normal proportion to 
devote to rent or for the purchase of a dwelling unit. This 
is true at the health and decency level, but where incomes 
are particularly low or the size of the family large, the 
proportion spent for food increases--first at the expense of 
savings--then of rent. Thus for a large fraction of the pop-
ulation, rent cannot in fact be more than 10 to 15 per cent 
of income. 
Now let us see what that income is. In "America's 
Capacity to Consu.rne, 112 the following summary statement is 
made: 
"Nearly 6 million families, or more than 21% of the 
total, had incomes less than $1,000. 
About 12 million families, or more than 42%, had in-
comes less than $1,500. 
Nearly 20 million families, or 71%, had incomes less 
than $2,500. 
Only a little over 2 million families, or 8%, had in-
comes in excess of $5,080. 
About 600,000 families, or 2.3%, had incomes in excess 
of $10,000. 11 
A study of the separate distributions to farm and 
non-farm families was also made. r he total number of 
1 
2 
Nourse, Edwin G. and Associates, "America's Capacity to 
Consur:.fle,'' (Washington, 1934), p. 51. 
Ibid. p. 55. 
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families of two or more persons in 1929 was 27,474,000. Of 
this number about 5,800,000 were farm families and the re-
maining 21,674,000 non-farm farnilies. The distribution of 
these two groups in percentages of their respective totals 
is shown in PLATE II. 
It should be noted here that the total income re-
ceived by farm families was about 7.2 billion dollars as com-
pared to 70 billion dollars received by non-farm families. 
Analyzing the figures given in PL~TE II, we f ind 
that more than 54 per cent of our farm families received in-
comes of $1,000 or under. What kind of housing could we ex-
pect that 54% of our farmers to occupy? No wonder that 90% 
of the dwellings have no inside flush toilet! No wonder 
that 77% are without a piped-in water supplyl No wonder 
. 
·that 85% are without bathtubs! While recognizing the fact 
that the need for these conveniences is not as great on 
fa~ns as in cities, it cannot, nevertheless, be ignored. 
Non-farm families were better off, generally speak-
ing , but at best it is not a record to be proud of. In this 
group about 13% had incomes under $1,000 and over 40% had in-
comes of $2,000 or less. 
This in the prosperous year of 1929 when the same 
study states that at 1929 prices, a family income of $2,000 
may perhaps be regarded as suf f icient to supply only basic 
necessitie?._. 
We have mentioned several times a rtreasonable rr 
standard of living. In the mat t er of food, the Bureau of 
DisTRIBUTION OF FAMILY INCOMEs AMONG FARM AND 
NoN-FARM FAMILIES, I929a 
.I FARM FAMILIES 
0- 1.000 
1,000- 2,000 
2,000-3,000 
3,000-4.000 
4,000-5,000 
5,000- 6,000 
6.000-7.000 
7.000-8,000 
8,000-9,000 
9,000-10,000 
10,000 AND 
JI NON-FARM FAMILIES 
UNDERO 
D- (ooo 
/,D00-2,000 
2,000-3.000 
3,000-4,000 
4,000- 5,000 
5,000-6,000 
6,000-7.000 
7.000-8.000 
8.000-9.000 
9.000-10,000 
10,000 AND 
~INCOME 
• I'ur detailed data see Tables 37-40, pp. 227-30. 
6o 
Source: Nourse, ~dwin G. and Asso-
ciates . America's Capacity to Consume. 
;'la shington-;-D.~ The Brooking s Insti-
tution, 19 34 . p . 60 . 
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Home Economics of the United States Department of Agricul-
ture has estimated the cost of four types of diet: 
"1. A restricted diet for erne rgency use. 
2. An adequate diet at minimum cost. 
3. An adequate diet at moderate cost. 
4. A liberal diet. 
"The restrictive diet contains the irreducible min-
imum of protective and other focxis, but it is not considered 
adequate for use over an indefinite period. The adequate di-
et at minimum cost is regarded as sufficient to meet the 
physiological needs of the average family, if foods are cho-
sen ~rith exceedingly great care; but it provides little vari-
ety and very little margin of safety in regards to vitamins 
and minerals. The adequate diet at moderate cost provides 
for more variety and balance and a diet giving more atten-
tion to both vitamins and mine ra.ls. The liberal diet pro-
vides for both greater variety and better quality of food. 
11 In 1929 the cost per year for the four diets was, 
for the average family, approximately as follows: 
Restricted diet for emergency use 
Adequate diet at minimum cost 
Adequate diet at moderate cost 
Liberal diet 
$350. 
500. 
800. l 
950. 11 
Stop and considerl Taking into account all farm 
and non-farm families there are six million, or 21%, of all 
the families in the United States that have only $1,000 year-
ly to spend. 
l 
Nourse, Edwin G. and As so cia tes, "America's Capacity to 
Consume," (Washington, 1934) , p. 122. 
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Food undoubtedly comes first and probably no one 
would deny that every family is entitled to at least the #2 
diet. This would cost them $500. Then the family can spend 
20% of their income for housing which would be approximately 
$16.66 per month, $3.85 per week, or $200. per year. 
That leaves the family of two or more ;~25. per 
month or about $5.77 per week for savings, doctors and hospi-
tal bills, clothes (shoes, stocking s, dresses, coats, under-
wear, hats, etc.) and entertainment. I wonder how many of 
my readers have ever attempted to buy all these goods and 
services for a family of two or more on this meagre sum? 
Here we have been making two assumptions. First, 
we have put the average of families at "two or more" persons. 
The diet figures are based on a family consisting of two mod-
erately active adults and three children aged three, five 
and thirteen years. The f a ct is, however, that a good many 
of these families are mostly the "more" part of this defini-
tion and the average on the "less" side is made up of f a mi-
lies in the so-called nupper classes. rr 
Do I hear someone saying rrthese poorer people 
shouldn 1 t have so many children--then they wouldn 1 t oe as 
poor. 11 Perhaps not, but therein lies a mooted subject of 
many years standing. It is outside the subject of this work. 
It is still true, however, that such is the fact. 
Secondly, we have been assuming that housing could 
be procured for that 20% of income which is deemed reasonable 
by all makers of budgets. For the six million families which 
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we have been studying, we saw this amount to be $3 .85 per 
week or $16. 66 per month . Perha1~ in rural areas, the hous-
ing that this would buy v~uld not be "too bad. 11 On the oth-
er hand, it would not b e 11 too good.n As for other area s 
(and after all it is estimated that nearly 79% of all fami-
lies are non-farm families1 ) we know that this amount wo uld 
purchase only the dregs of housing--particularly in metropol-
itan areas. In fact, Mr. Langdon W. Post, Chairman of the 
New York City Housing Authority, in a press bulletin, stated 
that "no builder can build under the buildi ng code or l aw a 
decent building in New York City which can rent for le s s 
than ~]510., $11., or $12. per room." Figures, of course, may 
be le s s for smaller cities, yet the principle still holds 
true that adequate housing is not within reach of the lower 
income groups. 
It is stated 11adequate housing." Throughout, let 
it be noted, adequate housing has come to mean more than 
four walls and a roof. It has co me to mean bathrooms, run-
ning water, etc.--all of which has added to the cost of the 
home . But more of tba. t later. 
This ha s been for 6 million families. Need we go 
on to the next group of 1 2 million families, or more than 
42% who had inco me s less than $1, 500? Their conditions are, 
unquestionably, better, but $500. more per year vtill do lit-
tle to make rna t ters better. 
l 
Nourse, Edwin G. and Associates , nr-unerica's Capacity to 
Consu\ne ," (Washington, 1 934 ), p. 58. 
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Be it known a lso that these figures are mo s t con-
servative. Other sources put an even worse light on the pic -
ture . l?or instance, the Housing Study Guild of Ne w York 
maintains that i~l700 . should be r egarded as a ttminimu.m decen-
cy!! income and $1100 . a s a 11minirnlL'tl subsistence " income . I n 
this case , using the Brookings Institution f i g ure s f or in-
comes of families (q uoted on p. 4 1 ) it would ap pear that 
nearly 40% of our f amilies a r e livi ru_s be low the "m i n i mum d e -
cency" standard and a little over 21% are livi ng b elov,r tl1e 
"minimum subsistence" standard. 
How then are these 21% living? To beg in with, 
pr obab ly they are not "living ." Perhap s "existing 11 s hould 
be t he word used for tha t per cent of our families . And un-
doubtedly they are being subsidized--either by the govern-
ment in the form of poor relief, by other families "better 
off," by charitable organizations or by plundering other mem-
bers of society--let alone the economic subsidy paid by tax-
payers . 
The next step is to answer the last part of the 
q uestion "How great is the need f or housing? 11 To this might 
be added "on what basis can the construction industry pro-
ceed? " 
Probably , without doubt, the construction industry 
has been one of the most disorganized industries in the Unit-
ed States. I t is not the building industry which has made 
use of technology , mass production, market surveys, trained 
economists, cost accountants and, bus iness forecasts . 
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Carol Aronovic i in an article in nLa.w and Contempo-
rary Problems" words it this way: "A disorganized and ever 
zealous realty business, bent on banking upon our continued 
rapid growth of population and confident in the power of ad-
vertising, had invested fabulous sums of money in real es-
tate enterprises which had no relation to the developed sub-
urban area s, which in terms of increasing population could 
never be occupied even under con:iitions of the most optimis-
tic forecasts of population increases in the course of ti1is 
century. Nor could the luxury housing be absorbed by any 
means other than a revolution which discounts incomes and 
turns over property rights to the government to be used on a 
communistic basis. 
"Is it any wonder that under these circumstances 
of business anarchy, the building industry is a mere shadow 
of its former self and that most of the 1,250,000 workers in 
the building industry are sharing a virtual dole with the un-
employed architects and engineers, most of whom would other-
wise be walking the streets? 
"If the building interests of this country had con-
sciously been working for a revolution they could not have 
succeeded any better, except that revolutions imply fundamen-
tal philosophy , some reasonable we 11-th ought out obj e ctiv c2 , 
some shift of advantage from one class to another. This, 
however, was a revolution brought about by unsound business 
methods, by entrepreneurs and speculators who still cling to 
their old idea s and methods with the result that they have 
carried vvi th thew into the 1ness the vbole buil ding industry 
which had served them so we 11 durint.s boom times. tt l 
Although we have had housing l egislation and zon-
ing laws which have p layed their part in raising standa r ds, 
we know too tha t they have a l so p layed their part in de1.er-
ring the construction of low-ren t houses and prolongi%' the 
use of obsolete dwe lling s in existence before the enact..rnent 
of new lav,rs. These houses, inadequate as they were , have 
still met a need--a need which new houses were not supplying . 
.Ve made the statement that the b..lilding industry 
had not made use of rr.arket surveys. This perhaps more than 
any other one factor has been a crying need of this busi-
ness. Re cogniz i ng this need, the lTational Housing Commi t tee 
of Vlashington , D. C., a non-profit, non-sectarian organiza-
tion , employing the f oremost economists, statisticians and 
housing advisors in the United States today, made a study in 
1 937 entitled "The Housing Market. '1 This indeed is new and 
intere s ting --so new that in an ope ning paragraph they state: 
"A study of the housing market has no background for compari -
son . That is, no reasonab le attempt has ever been made to 
find out the exact need in national housing . In view of the 
f act that there is no technique established for such esti-
ma tes, it is necessary to bring into the picture a number of 
assumptions. 112 
1 
2 
Aronovici, Carol, "Law and Contemporary Problems ," (Durham, 
North Carolina, l.Jarch, 1934) , p. 149 . 
National Housing Cornrnittee, "The Housi ng t:Iarket, 11 (Washing-
ton, D. c., 1 937), p. 11. 
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The study i s made only for non-farm f amilies and 
non-farm construction. As usual, the paucity of information 
regarding rura l conditions, etc. has been a handicap . How-
ever, as about 79 ~; of our families are n on-f ann familie s , 
this is truly a good begi nning . 
To present here all the figuring made by t h is 
group, would be beside the point. It is enough to g ive 
their purposes and swrunary: 
Purpose 
It is clear that a determination of the housing 
market must take into consideration the movement of families 
from one income g roup to another, the relation of rents to 
incomes at various pe riod s, the number of units available 
f or each r ent group, sh ortages and surp lusses , and the num-
ber of units built at different price levels . With such in-
fonnation it may then be detern1ined where and why the re s i-
dential buildi ng jam occurs, and a more intelligent course 
may be outlined for the building industry . 
It is the pur9 ose of this report t o make the deter-
minations outlined above on a national and regional sca le, 
but i n view of the fact that a vi t al point in t h e housing 
market is the number of second -hand units made available, it 
is necessary to make surveys of local areas for a mor e accu-
rate determination of the warket, since surplusses are avail-
able only t o tho s e families within t he local area . The cal-
culations made herein vall indicate the gene ral effective de-
rr~nd within broad limi ts . 
Summary 
The findi ng s of this r ep ort are that: 
(1) To house the people of the United St a tes a c-
cording to the housing standards of 1 930 , 2,ooo,ooo new 
dwelling units are required, all of Which are needed 1'or the 
group paying $30 . or less per month for rent or rent equiva-
lent (probable rental income of owner-occupied dwellings). 
(2 ) During the yea rs 1930 to 1937 the industry 
b uilt an average of 175,875 dwelling uni t s per year. Of 
this number 2 9 ,19 5 units, or 1 6 . 6 per cent, cost -,·3,000 or 
le ss; 54 , 456 , or 32 .1 per cent, cost $3 , 000 to $5 ,000; and 
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90,224, or 51.3 per cent, cost $5 ,000 or more . 'rrlis 51 per 
cent is available to the rent or r ent equivalent group of 
~~50. or more per month. 
(3) From 1 933 to 1 935 the number of families re-
ceiving incomes of <p3 , 000 or more per year did not increase 
as fast as the nationa.l income increased in t:hat period . 
( L..b) Sine e 1 93:3 the number of farn ilie s pa yiq;,· ,:PS .J . 
or rnore pe r month rent or rent equivalent has d ecreased , 
while the nwnber of families receivi ng incomes of ;:P::s , oou or 
rnore per year has increased, indic a ti ng a positive resist-
ance in the upper income g roups to paying the 1~29 propor-
tion of inco me for rent or rent equivalent. 
(b) In 1 937 the number of families paying 4)50 . or 
more pe r month for rent or rent equivalent is approxirrately 
one - third of the number of fa.m ilie s paying .$o0 . or more per 
month in 1S30. 
(6) Based on the need f or housing oecause of the 
increase in the Dllinber of f mn ilies a nd to replace houses de-
molished w..d hou s es becoming uninhaoitable , for the years 
1 938 and 1 939 we will need, each year , approxima.tely 485,000 
housing units. Of this number 66 per c ent , or 321,000 will 
be for the income g roups pay ing ~t 30 . or less per month rent 
or rent equivalent; 114 , 000 units per year will be needed 
for those paying betv1een .$30 . and $50 . per month rent or 
rent e quiva le~1t; and only 00 , 000 units per yeor wi ll b e for 
those paying f;)50 . or more per month for rent or rent equiva-
lent. 'fh is would still leave the shortag e shmm in (l) of 
this summary. 
(7) If the shortage as shown in (1) were made up 
during tl:"1e next two years (1938-19 39) and added to the cur-
rent needs as shown in (6) , the annual ma rke t would ·be .l, 5 0 0 ,-
000 units, of which only 11 per cent, or 1 65 ,000 uni-cs, 
woul d be available for rent or ownersh i p at $30 . or mor e per 
month . l 
IJot only has this g roup made this study but they 
have included in it some excellent char t s which pres ent in 
visual form what this need is. (See PLATES III, IV , and V) 
l 
National Housing Commit tee, 11 The !-Iousi ng li;iarket , 11 ( ~:vashing­
ton, D. c., 1 937) , p . o. 
$!0 
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·rhis is the :first real survey, but f i g ures estab -
lishing the fact that the housing industry was 11out of' f ocus 11 
have for a long time been made o r he fi g ureS Vary' I tiS true' 
but not enough to disprove the principle. 
Dr . IT:d i th Elmer Hood in 11 'I'he Encyclopaedia of the 
Social Sciences" has this to say . '1Fully one-third of A.meri-
can families have incomes not in excess of 4)1200. annually; 
a second third have incomes between $ 1200. and ~2,000.; only 
the to p third have incomes in e xcess of $2,000 . In 19 29 t he 
averag e building cost (ex clusive of land, promotion and fi-
nancing costs) of one- f amily dwelling s in 257 .':..me rican 
cities wa s ;_])4, ~15 . But even if by eliminatin.?; all sp ecula-
tive prof its the selling price could be fixed at $4 , 500. , the 
purchase 'of such a house with the aid of a 83 , 000 . first 
mortgage from a building and loan a ssoc ia tion would sti 11 re -
o uire an outlay of $585 . ru1nually for interest, amortizati on, 
taxes and th e like. 'I'he rental of such a house vvith prof it 
to the ovmer would not be appreciably less. It is plain 
that such an expenditure is above the proper limit of a faJni-
ly with an income of ~j:;2,000 . or less. rrl (And above she has 
told us that 66 2/3% of our population has incomes below 
this level.) 
l 
\\rood, Dr. Edith Elmer, 11 Encyclopaedia of the Social Sci-
ences, 11 Vol . VII , (New York, 1935), p. 512 . 
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Different fi gures, yes , but still pointing to t h e 
fact that the people in g eneral can't afford better housing. 
Looking a t t he pro blem f rom the point of view of 
rentC:t ls, •ve must acknowledg e that rentals are only calcula-
ble in terms of income. 
Carol Aronovici ha s thi s to say about tt1e extent 
of the need f or housing. 11 Based upon t he normal i ncrease in 
the populatio~ of the United States, there is a need f or an 
annual construction rate o f 300,000 dwellings. If vve take 
account of a t least a one per cent obsolescence per year, 
the 30,000,000 dwelling places of the country would yield a n-
other 300 ,000 of obsolescent homes ·wh ich need to be replaced. 
As sumi ng that one-half of the population of the United 
States lived in the 257 cities for which construction fig-
ures are availab le (Bureau of Labor Statistics), the annua l 
requirement f or n ew dwelling s in these cities a lone would b e 
at lea st 300,000 •.• It is safe to say that the present 
housing s hortag e in low-rent a l housing needed to take care 
of the lowe r-income groups of this country could be met only 
by an investment of 30 to 40 billion dollars and that it 
would take f ive y ea rs of employrnen t of the whole building in-
dustry with all its present organization and machinery and 
a ll the workers in building tra des to supply the housi ng 
needed at the present moment. ul 
1 
Aronovici, Carol, "Law and Contemporary Problems, '' (Durham, 
North Carolina, 1 934 ), p. 153 . 
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Our conclusions at this point can only be that 
1. There are too many (put the per cent at any figure 
you choose) of people living in sub-standard houses. 
2. There is a distinct need for better housing. 
3. The people who need this housing have incomes too 
low to purchase it--
or 
4 . The cost of building is too expensive for most 
people. 
The problem would seem to be "How can this poten-
tial demand be made effective? " This demand involves not 
only catching up with a definite housing ~1ortage on the one 
hand but eliminating unfit housing on the other. 
COS'r FACTORS 
As we have seen, there is a potential demand f or 
more and better housing. To make this potential demand ·ef-
fective, there are theoretically (and also practically in 
the long run) three things tha t may be done: 
1. Raise incomes ("real'' incomes). 
2. Lower the cost of housing . 
3. Grant some form of subsidy to cover the spread. 
The housing problem cannot be solved by ignoring 
the first, but what is being done to accomplish this is out-
side the range of this the sis. ·wna t is being done to 
achieve the seco:rrl and third is 11part and parcel 1' of our dis-
cussion . 
Before turning to definite "ways and means" which 
are in the process of being, however, it ~~11 be worthwhile 
to note some of the determining factors in the situation and 
to weigh their importance. Part of these we wi 11 find to b e 
"direct costs 11 ; others wi 11 be 11over-all" factors which al-
though not affecting costs directly do so in the long run. 
Probably all wi 11 ag ree tha t the three prime costs 
entering into the purchase price of a home are for (l) Land, 
(2) Construction (3) Financing. 
Land 
Land more than any of the other building factors 
has a changirg value which differs from its natural value as 
farm land. It is partially a product of its environment. 
Because of this it has a present value based upon current de-
mand and supply and also a potential value based upon rr~n's 
opinion of "things to be." 
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Too much has been written about the land situa tion. 
Some writers have taken the stand that the housing problem 
is almost exclusively a land problern. For example, Charles 
Harris Vlhitaker in "The J oke About Housing " states "All of 
these indicate a gover~~ental recognition of the necessity 
of revising the present principles by taking part of the con-
trol of land and the profits from land use out of the hands 
of private individuals. It is a first step , and when fol -
lowed to the end, as it must be some day, the housing pro b -
lem in urban districts would be no more . ·rhe same princi-
ples of land control adopted by the nation at larg e would 
free the land to occupancy and use at a fair rental; cost of 
production would be diminished; the purchasing power of many 
would be increased, and gradually brou5ht to as nearly a sta-
ble condition as the relations of one country with the rest 
of the world v.ould permit. 
11 Until this is done, there is no solution of the 
housing problem nor is ther e an end to the present industri-
al chaos, and no possible security against wars which v·ill 
continue to drain one I19.ti on after another, not only of 
their wealth, but of the best of' their life blood ... 1H'e 
must find a way to control the use and occupancy of land and 
make its added use value become a source of benefit to all, 
rather than a curse to the majority and a portentous menace 
to the country as a whole . 
"Without land control there is no way out of a sit-
uation that, bad as it may be in old Europe, is even now 
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causing many misgivings and much apprehensi on to those wh o 
have believed so strongly in the g reat destiny of the l\Tew 
America. l':ost people are quite unvdlling to believe these 
things or even to permit them to be discussed, publicly or 
privately, but there are a few courageous Americans left 
that realize that we are in truth at the parting of the ways 
and that our destiny is now utterly dependent upon the way 
that shall be chosen. 111 
Then we read many articles like the one published 
in "Fortune 11 for ivTarch, 1932. This particular one describes 
the so-called "price-hoisting " process which we are told is 
so common among land spe cuJato rs. Fortune tells us here of 
a p iece of land which had already risen to $3,000 an acre be-
cause of its nearness to the city rising to the fabulous 
price of $25,362. an acre before a house was built on it. 
''Costs per acre added to the original $3,000. included: 
1 
2 
1. One-third laid out for streets and remainder in-
creased in price 50 per cent, $1,500. 
2. Land survey ;$450. 
3. Improvements and utilities, $6,000. 
4. Contractor's profit on i mprovements $600. 
5. Landscaping, $112. 
6 . Advertising, $400. 
7. Bonus for funds borrowed at 2 per cent, ~!)280. 
8. Promoter's Interest on mortgag e and capital, $2,520. 
9 . Promoter's Profit, $4 ,500. . 
10. welling a gent's costs and fees, :$6 ,000. 112 
r;mitaker, Charles Harris, "The ,Joke About Housing," (Boston, 
1920 ) , p. 143-144, p. 153-154. 
Davies, J. Earl, "Jourm1l of the National Education As soc ia-
tion, 11 December, 1~35, p. 290. 
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Analyzing this we find that 50% was spent for land 
and improvements, whereas 49% went f or intang ibles such as 
selling expenses and interest. 
No doubt as to the truth of thi:;; story. No doubt 
that America has had her share of land speculation (not un-
accompanied b y fraud.) In fact it is g enerally acknowledg ed 
that speculation has been one of the motivating forces in 
the advance of our frontiers. For good or bad its influence 
has been anything but neglig ible. Fo doubt too that the As-
tor fortune was made in this manner and played its par t in 
producing th e slums of New York. It is true tt~t at times 
and in certain places, speculation has run rampant in the 
buying and selling of land. It is true that land is bought 
and sold at prices based on what the owner's future valua-
tion for t 1at lan::i is as well as on the basis of w'na t the 
land can earn. 
On the other ham we have had studies of the hous-
ing problem which ap peared to have found the solution in 
mass production, governmental power, "cheaptt money or some 
other factor arrl have g iven the land question only a passing 
g lance. 
In my opinion both these views are extreme. I do 
not believe that to solve the land problem would be to solve 
the housing problem. Neither do I believe that land is unim-
portant. There is a middle ground and therein lies this dis-
cussion. 
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To begin \rit b there is a point in ti1e utilization 
of land where "the inherent value of land ceases and its val-
ue as created by hwnan activities begins. nl Then the rise 
in value may be due to any one of the followi ng factors: 
1. Growtr1 of population. 
2. Growth of industries which provide jobs for workers. 
3. Development of nearby areas. 
4. Streets and street i mproverrents including curbings, 
sidewa lks and installation of water, electric, gas 
and sewerage mains. 
5 . Park and landscaping developments. 
6 . New transpo r tation facilities and networks. 
And all these are subject to CHA NGE which at the 
same "fell swoop" produces "blighted areas on one side and 
improved districts on t he other. 
Carol Aronovici was right when he stated that ''It 
is a t this point (where the inherent value of land ceases 
a nd the value as created by human activities beg ins) that a 
national policy of land reform in the interest of housing 
should beg in ••. a policy •.. in which neither the land as 
a natural force ·; nor the ovmer as a social agent, has any 
perceptible part. 112 
But to talk of g oing back to tha t point now is ab-
surd. For the g reater part of the United States that time 
is past and gone. Only then could the adherents of the sin-
g le tax have inaugurated the ir plan. To disting uish now be-
tween the value of the land itself and the value of the i m-
provements made by individuals and the community would be 
1 
Aronovici, Carol? "Housing 
(Chicago, 1 920;, p. 62. 
2 
Ibid. p. 34 
and the Housi ng Prob lem, '1 
-5S-
i mpos sible. In connection with this it is interesti115 to 
note what Dr . R. 'I'. Ely, an authority on this subject o:f 
land and public utility economics, has to say regarding the 
i mportance of man 's toil in adding to the value of l and: 
"It has f requently been argued that land is a ' g ift of na-
ture '. Writers who take this position forget how much of 
man's toil g oes into bringing land into use. Recent stud-
ies in land economics have shown tha t land is one form of 
capital, i n the sense that capital is 's tored up effort.' 
Making land utilizable involve s real costs and he a vy expendi-
tures. It is probable tha t less 'unearned incran ent' ac -
crues to the holders of l and than to the owners of any other 
agent of production . "l 
It is also interesting to note what Lewis c. Gray 
in an article entitled "Land Specula tion11 in the :!;ncyclopae-
d ia of the Social Sciences believes: 
"Sing le taxers and others have l aid much emphasis 
on the distributive justice involved in appropriation of the 
unearned increment (q.v.). 'rhis question is related to the 
wider problem of social evaluation of private pro perty in 
land. There is no conclusive evidence to show tr~t land 
speculation contributes materially to i nequality of wealth 
d istribution. 'r he long er the period dur i ng which values in-
crease and the more frequent the turnover, the more widely 
the increment is d iffused . I t is an open q uestion whether 
1 
~ly, Dr. H. T. , "The Annals of the American Academy of Poli-
tical and Social Science,n March, 1 930 , p . 167-168 . 
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losses of professional speculators may not in the long r un 
e xceed gains. It is widely b elieved that the aggregate e x -
penditures of mineral prospectors exceed their profits, ani 
studie s of urban land va lue s sugge s t, that taking into a c-
count carrying charges and costs of promotion, development 
and sale, the balance may be on the red side o f t h e ledger. 11 1 
I believe that we of today mus t accept the fact 
that land speculation has accompanied and at the same time 
aided the development of our country, but like everything 
else it has had its g ood and bad results. Perhaps we never 
should have had the g reat country we have today, if it had 
not been for this motivating force of speculation. Probably, 
however, we are paying , in certain instances, for that s pecu-
lation in the form of inflated real estat e values. 
We must r ecog nize though tha t t h is speculation wa s 
in grea t part due to the ever- inc rea sing popula tion a nd t he 
rapid shifting of land from one use to another--from for est 
to agricultural use, from ag ricultural to urban, a nd f rom 
low va lue residential to hig h value commercial use. 
St i 11 it i s of today tha t we are speaking . And 
probably all wi 11 admit that al thou,:Sh our p opulation is i n-
creasing , it i s increasing at a slower rate. It will a lso 
be admitted that the rapid shifting of land from one use val-
ue to another will never be carried to the same extent and 
at the same rate t ha t it was during the past four centuries. 
1 
Gray, Lewi s, c., "Encyclopaedia of the Socia l Sciences," 
Vol. I X, p. 69 . 
• 
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The more intelligent real estate operators in this 
country are beg inning to perceive these changes. Mo s t par-
ticula rly are they anxious to influence the direction of the 
controllable factors of' the six mentioned on page 58. They 
are beg inning to realize that if they would reach the mass 
market for houses, they must lower costs and in so doing, 
speculation must be done away with. The mass market i s too 
important to be denied longer a place in their schemes. 
They are themselves trying to "find a way out." Present val-
ue rather than potential value is beginning to count. Con-
ceivably with the coming of g reater stability in the land 
and population factors in the housi ng situati on, the next 
few years will witness a greater ability on the pEn·t of all 
interested parties to control the situation rather than be 
controlled b y it. 
Today the cost of land with lot and street i mprove-
ments is usually f i g ured at about 20% of the cost of the com-
pleted single - fami l y home. Expe rts of the United States De -
partme nt of Commerce state that "where streets, curbing, 
sidewalks, water, electric, gas, and sewerage improvements 
have not been mad e, a lot may sometimes be obtained for less 
than 5% of the total cost of the house and lot, and 10 per 
cent should probably be the upper linli t. If all improve-
ments have been made, the cost of the lot f requently runs up 
to 20 per cent, but it should rarely exceed 25%. 111 
l 
Gries, ,John M. and ·raylor , ,James s., "How ·ro Own Your Own 
Home, 11 (Washing ton, D. c., 1 925), p . 12. 
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I also quote from the 11 Evolving Eouse" as follows: 
"The Veterans' Welfare Board of California reported tha t of 
the cost of veterans' homes 22% on the average was chare:sed 
against the lot, and that 'the lot, unless under excepti onal 
circumstances, should represent from 20 to 25% of the total 
cost of the home.' 
"These estin:ates find confirmation in statistical 
evidence gathered by Robert ·.vhitten. This inf ormation, se-
cured from builders in 25 cities, indicated an averag e ratio 
of improved lot cost to total cost of house and lot of 20.2%, 
ranging from 17.7 per cent in cities with 50,000 to 100,000 
population to 25.7% in those with 500, 000 to l, 000,000. The 
writer just cited also obtained estimates from subdivisions 
and officials of real-estate boards. Replies from 64 cities 
of varying size gave a g eneral averag e ratio of 18.1 per 
cent between the cost of improved lot and the total cost of 
house an:l lot. For cities of' 500, 000 and over the averag e 
ratio was 20.2%, from 16.7 per cent in Detroit to 25% in Los 
Ang eles. The ratios related to houses costing from ~6,000. 
to ::1>9,000. Broadly speaking therefore the value of the site 
with L"'lprovements represents about 20% of the cost of a new 
single family home in urban or suburban communities, fre-
quently a little more. 
11 In the case of apartment-houses the cost of the 
site represents a lower proportion, since the cost of the 
land is distributed over a number of homes. But even in 
a parunent-house construction land values are often so hig h 
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that although an apartment-house may contain several hundred 
apartments, the p rorated share of the .site cost still repre-
sents a large fraction of the total cost per apartment. 
Such data a s were obtained indica te an average allowance of 
15% for the cost of the site in the case of ap3.rtment-houses 
a s a fair one. " l 
For eleven apartment-house projects in various sec-
tions of New York City, erected under the New York State 
Housing Law (Report o f' New f ork State oard of Rousing , Leg-
islative Document (1932) tro. 84 (J. B. Lyon Co., Printers, 
Albany, 1932), p. 69), which provides for tax exemption of 
the building over a ter.:n of years, the ratio of land cost 
(which included a considerable p3.rt of the cost of street im-
provements) to total cost is closely in line with that for 
single-family dwellings. B'ollowing are totals and averag e 
percentages: 
Land 
Improvements, including 
financing 
Total 
Amount 
$1,733,065 
8,428,009 
~$10' 161' 074 
Per Cent 
17.1 
82.;::;; 
100.0 
A study covering thirty-one apartment-houses in 
the Borough of Manhattan indicated land costs rang i ng f rom 
27 per cent on side streets to 39 per cent on Park Avenue. 
Conditions in such sections, of course, are not typical. 
Kerby, c. K., "Gross and Net: Wha t 3.eturn on Apart.11ent I n-
vestme nts? ) (Building Investment, November, 1930 ), p. 12 
and 14 .2 
Let us hope that with the tendency to control the 
changing factors in our economic life, the forwar ei-looking 
interests of the real estate ope r ators and the emphasis they 
are placing on use rather than potential value, the ability 
l 
2 
Bemis, Alfred Farwell, "The Evolving House," (Cambridge, 
1936 ), Vol. II, p. 257-8. 
Ioid. p. 258 . 
-64-
to control situations, and over-all planning , will come a 
lowering of this percentag e. To expect to practically elirn-
ina te this cost is fantastic. 
It is true that there is plenty o f available land. 
J:'he point is, however, that there is not plenty of improved 
land ready f or building nor plenty of land so situated a s to 
be desirable in relation to the need of individuals . "i;ven 
if we had land g iven to us in the country, it would still be 
unimproved land (perhap s vJi thout water, g·as, electric and 
sewer mains) and it would still be in the country. To i m-
prove this land would involve expenditures of capital and la-
bor and even then i t p robably V~Duld not be so situated as to 
be easily used by most individuals. Its rela tion to indus-
trial and social life would probabl y be such as to keep it 
automatically a t a low value and out of use. 
An e xcellent exa~ple which demonstra tes that the 
cost of raw land in the form of a buildiTit~ lot and the cost 
o:::· the lot as fina l l y i ;nproved are quite di f ferent matters 
is g iven in "The President's Conference on n ome Building and 
Some Ownership . '1 I quote: 11 'rhe City Housing Corporation is 
developing what is hoped will be a city of 25,000 inhab it-
ants known as Radburn, situated in Berg en County, New J ersey . 
The Company bought 1,250 acres of lam, paying approxima t.ely 
$2 , 500 . a n acre. This lam is about 15 miles from New York 
City. The cost of the lam is so insignificant that if the 
land had been given to the corporation, the sellir~ price of 
the houses could not be reduced rnore than $2. a ho use per 
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Inonth. The cost of landscape planning and planting exceeded 
the land cost. It was desired to put electric and telepLone 
wires underground, but it was found that this would cost pe r 
house more than twice the land. cost. What is found to be 
the most important item of cost comes under the general head-
ing of ripening costs and carrying charges. Vfuen it is said 
tha t the land cost is insignificant--relatively insignifi-
cant--the meaning is the first cost. Carrying charges make 
it significant in the course of years. 111 
J. Earl Davies in the Journal of the National Edu-
cation Association for December, 1935 tells of rta larg e 
steel company that made no provisions for its employees when 
it built its plant near Buffalo. As a result, real estate 
speculators reaped $7,000,000 in profits from increased land 
values. This made housing so expensive that the workers ei-
ther had to commute from Buffalo or live in badly built 
houses. 112 
To be sure, this probably happened--like many oth-
er instances of this kind--but the mere fact that the hous-
ing situation has come to be acknowledged as the rthousing 
problem 11 will probably mean that similar occurrences are not 
likely. Of course, industry need not necessarily consider 
this problem, but forward-looking business concerns are be-
g inning to realize tba t the housing of their workers is more 
1 
2 
The President's Conference on Rome Build ing and Home Owner-
ship, (Washington, D. C., 1932) Vol. III, p. 152-153 . 
Davies, J. Earl, 11Journal of the Hational Education A.ssocia-
tion,11 December, 1935, p. 290. 
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i mportant to them than they have been willing to ackn owledg e 
in the past. 
lviy conclus i on is that instead of' considering the 
land question as t he 'ibe-all '' and "end-all'1 of' the housi ng 
p roblem--or considering it as unimportant--we should recog-
nize the fact that it represents at present approximate ly 
one-fifth of our total cos t. ·ro my mind , the prob l em of 
land is not me rely a proble m o f pr eventing further specula-
tion in land but more a problem of the futur e utilization 
and economic use of land and the contra 1 of shifting indus-
tries and sh ifting neighborhood s. This a lone wi 11 l ead to 
stabilized l and values and land prices based on use value 
rati1er than potential futur e value. Neighborhood planning , 
as we shall see, is a movement toward this end. 
Industria l and residential movement and growth 
from this point must be intelligently controlled . 
Construction 
'rhe second prime cost is for construction (exclu-
sive of overhead and builder's profit .) The Committee on De -
sign of the President's Conference placed the range at 60-
75%. Albert Bemis in "The Evolvi ng Hous e n believes tha t a 
range of 60-70% h olds true in a la_rge amount of hou sing , es-
pecially where cellars are req uire d . A. c. Sh ire in an arti-
cle entitled "'rhe Industrial Organization of Housing : Its 
Methods and Costs '' in the IV arch , 1937 nwnber of' nThe Annals 
of the American Academy of Political and Social Sciences 
puts the fig ure at 60- 80% of the total. The Encyclopaedia 
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of t he Socia l Sciences states that "approxirmtely hal f of 
the p urchase price represents the hous e itself . 11 Variation 
to be s ure, but a t le a st we are certain that the co s t of con-
struction represent s the larg e s t si ngle item i n the cost of 
a home . Bene e it is clear that if maj or saving s are to b e 
made in the cost of t he wh ole h ome, they will have t o b e 
rnade in t h i s f ield . Th is l eads to further analysis of costs . 
Perhaps the bes t analysis of thi s k i nd is made by 
Al f red F'arwe 11 Bemis in 11 The Evolvi ng Hous e . '1 v1r. Bemis d i-
vides t he cost o f the buildin;S between structure, finish and 
accessories as f ollows: 
STRUCr URE : Ex c avation, Stone masonry, Brick masonry, Rough 
carpentry , Cement work, Stair work, Structural 
steel, Roofing , Labor--g eneral, Sheet- me t a l work , 
Hardware--rough, Glazing . 
F I NISH: Finish c a r pentry and mill work, Lathing and p las-
tering , Painting , 'r ile work , Cabine t work , Har d -
ware--finish, Paper hangi ng . 
ACCESSORI ES:Plumb ing , Heating, Slectric wiring , Li ghting f i x -
tures, Range, Gas water heat er, Refrig erftor , 
Radio and telephone, Screens and shades . 
eSenera l idea of the i rr.por t a nce o f eac h is fur-
nished in the table which follows : 
l 
Bemis, Alfred Far well, "The Evolving House, 11 (Cambridg e, 
1936) , Vol. II, p . 26 2 
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VARIOUS DISTRI BUT I ONS OF DI REC'r CONS'rRUCTION COS'rS l 
I N RESIDENTIAL BUILDIKG D·Y 'r HE UNITED STJ..TES 
AS REPORTED BY CERTAIN AGENCIES 
Copper 
Operation 
United 
States 
Bureau 
Labor Sta-
tisticsa 
1931-32 
War In-
dustries 
Board 
1915b 
and 
Brass 
Research 
Ass'n.c 
American 
Brass 
Companyd Averag ee 
Excavation 
& grading 1.3 4.4 2.2 5.6f 3.4. 
Masonry 14.8 12.7 11.5 ( 13.06 
Concrete 11.7 (23 .1 
Plaster, lath- ( 
ing , tAle & ( 
stucco 11.7 14.4. 13.0. ( 13.0 
Carpentry 27.3 44.91 35.91 34.6 35.6 
Roofing 1.8 2.7 6. 6 6.2 4. 3 
Painting & 
glazing 4.2 3.1 5.5 5.2 4.5 
Papering 0.5 
Accessories 
(Plumbing 10.1) 6.9) 11.4) 11.3) 9 .9) 
(Heating & ) ) ) ) ) 
( ventilat- )21. 2 )17.0 )23.3 )23.0 )21.1 
( ing 6.6) 8.3) 8.6) 8 . 1) 7. 9 ) 
(Wiring & ) ) ) ) ) 
( fixtures 4.5) 1.8) 3.3) 3. 6 ) 3.3) 
Miscellaneous 5.5 0.8 2.0 2.3 
Total 100 100 100 100 
(a) Average based on construction in fifteen cities 
(Monthly Labor Review, October, 1932, p. 768). 
2. 6 
(b) Estimates for a twelve-room two-family wood-frame and 
stucco house ("Economics of the Construction Industry" (USDC, 
GPO , 1919, p. 89). 
(c) Based on actual construction costs of nine houses 
varying in price from ;~9000 to $23,000 ("A Real Home" (Cop-
per and Brass Research Association, :new York, 1927), p. 4 3 .) 
(d) Coveri ng labor and materials cost of an "average rust-
proofed house." 
(e) This is merely a simple average of the percentage s 
here given. Data for a true average were not available . 
(f) Includes landscaping . 
(g ) Omit t i.ng American Brass Co mpany 
(h) Stucco speci f ically mentioned only in Copper and 
Brass Research Association report. 
1 
(i) Includes cost of hardv,rare. 
Bemis, Alfred Farwell, ttThe 1-<:::Volving House, 11 (Cambridge, 
1934), Vol. II, p . 264 . 
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Major accessories as shown in this chart represent 
17-23% of the total cost of the building, average 21%. He 
adds to this tl1e cost of miscellaneous ace e s sorie s and in 
summarizing states that 11 in the case of a representative sub-
urba n home with modern equipment, 45-50% of the cost of the 
building may perhaps fairly be assigned to structure, 30 to 
25% to finish, and 25% to accessories. 111 
Generally speaking, this estimate coincides with 
that made by most other experts on the subject. 
Construction costs may also be divided into labor 
and materials. The g eneral rule has been to charg e up 60% 
for materials and 40% for labor, but "in recent years con-
struction authorities have allotted a lower proportion to rna-
terials with a co mpensating increase for labor; a ratio of 
55% for material cmd 45% for labor was more or less commonly 
a ccepted in 1 931. This covered various types of building 
construction and was admittedly an approximation. u 2 
Mr. Bernis continues and p resents the following to 
show the importance of the different costs: 
l 
2 
Bemis, Alfred Farwell, 11 The S'volving House," (Cambridge, 
1934) , Vol. II, p. 266. 
Ibid. p. 266 . 
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PERC:2::NTAGE DISTRI BUTI ON OF COST OF LJ\ BOR AND MAT"SR I ALS 
AND OTHER ivlA,JO~~ I TEivi.S COMPOSING COST OE' AN UltBAlii o ·o 
SUBURBAN HOlVIE IN TH~ UNI TED STATES (APPROXI MATE) : 1g'3o1 
LA:B OR. 40 7o .L"\ATE'R_IAI..r ~0;% 
LABOR 3.5 ;t .1"\A T E R l.A I.r ) 2 . .5 o/o 
LAN:D 2o1. 
-
NOTE :- F . F ., Fees, Financing , etc. 
11 The upper bar shows t h e cost of the building only ; 
in the nex t bar the items for labor and materials contai n a n 
allowance for builders overhead and profit; i n the second 
bar there is an allowance for financing costs, while in t h e 
last ba r the co s t of the site is included. (This. . . as-
swnes tha t the builder di d not provide the land. If the 
home is purchased f rom a speculative builder, the latter 
would expect to make a profit on the land and other items, 
and the percentages for oth er i terns in the fina l bar of the 
chart would be c orresponiingly less.) The inclusion of 
1 
Bemis, Alfred Farwell, liThe Evolvi ng House, 11 (Cambridge, 
1 934 ), Vol. I I. p . 27 2 . 
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these additional items means that labor and materials consti-
tute a much smaller proportion of the cost of the complete 
home than they do of the cost of the building alone. 'dhere-
as cost of materials represents 60% of the latter, it repre-
sents only 36% of the former. Similarly, the cost of labor, 
which wa s 40% of the building cost, constitutes only 24% of 
the home cost. This statement refers to what may be termed 
construction labor only. 
11 We have thus seen that from the vie-vvpoint of the 
building contractor the total cost of the house is divided 
between the 60 per cent cost of materials and the 40 per 
cent labor of construction and installation. This ratio has 
persisted to an unusual degree in dif'ferent periods and re-
g ions, even though materials have been sometimes up and some-
times dovvn; in different sections and in houses of different 
plan and type there is a variation in the ratio, but only a 
slight one. 
"From the viewpoint of the owner, more significant 
ratios are those between the three major factors of struc-
ture, finish, and accessories (heating, lighting fixtures, 
and similar requireraents); 40 to 50 per cent of the to·tal 
cost is required for structure, 35 to 25 per cent for fin-
ish , and 25 per cent for accessories . Again, it is extraor-
dinary how these percentages persist, both in the modern ur-
ban and rural single dwelling and in the large city apart-
ment-house, notwithstanding that the last two centuries have 
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shown a growing percentage f or accessori e s and a consequent 
decr ea sing one for structure and finis h . ttl 
In contrast to the g eneral downward trend of whole-
sale prices, particularly in the f ield of fa ctory-made goods, 
the course of dwelling-house costs has been moving almost 
steadily upward. Factors which have tended to decrease the 
cost of other thing s have not been operating in tlle field of 
housing . Actually, just the opposite has occurr ed. Every-
thing has tended to make tlle home more expensive. 
Part of tllis increa se was leg itimate and most de-
sirable. For example ba throoms, furnace heat, electric 
lights, gas, and cormnunity i mprovements re presen t real util i -
ties. But while these undoubtedly a r e a real gain , t h ey rep-
resent a tremendous addition in cost to the horne--a cost 
which more and more makes the finished product cost more 
than the average family of the United States can aff ord. 
Lavish interiors, chromium-plated fi xtures, tile 
baths, parquetry floors, e tc. wh ich are installed by t he 
speculative builder in order to create selling points t o 
help market the houses are contributing factors in the hous-
i ng problem. They carry the home more and more away from the 
poor man. There is a place f or such dv,relling s, but not to 
the exclusion of less luxuriously equipped houses, which, 
for a lower cost, might b e erected for families now forced 
to occupy substandard structures. 
1 
Bemis, Alfred Farwell, "The Evolving House," (Cambridge, 
1934 ), Vol. II, p . 272-273 . 
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At the same time the greater size and congestion 
of cities brought with it a need for a large number of' serv-
ices which seemed necessary to remedy this size and conges-
tion--services such as restrictive legislation, extra trans-
portation facilities, etc. These have often ne cessitated 
subsidies which have resulted in increased tax rates and as 
a consequence higher costs to home owners. 
Yet just the opposite has been happening i n other 
fields. Take automobiles for instance. ~rhe price has been 
moving steadily downward and yet the product is being con-
stantly i mproved. In the fa ce of rising costs, automobile 
manufacturers have made better cars and sold them at from 
one-half to two-thirds less money. And automobiles are not 
all. .Foods and clothing as well have tended to become cheap-
er (sometimes at the expense of quality, it is true) in rela-
tion to average incomes. 
YJhy this difference? Because the building indus-
try has not been able or has not seen fit to make use of the 
same mechanization and organization. In this industry the 
American genius for industrial organization has not been put 
to work. Re search along this line has been carried on exten-
sively but nothing has come of it. 'lhe main obstacle has 
been the fact that mass production of houses calls for a 
mass market and this latter is not likely until mass produc-
tion has been proved successful. Our ideas of houses must 
be changed to fit the kind that mass production can put out. 
At present though we have not arrived at this point. Later 
we will discuss some of these experiments. 
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The fact that at least some semblance of mass pro-
duction and organization will be necessary to solve the hous-
ing situation is recognized by practically all writers and 
students of the subject. .Even architects are aware of this. 
Alexander Coburn Soper, III, has this to say in a criticism 
of American architecture and the building industry: 
Modern resources should and can make a home as im-
mediately available to every American family as a Ford, and 
at a like minimum of cost. There is no simpler means of ap-
preciating the needless absurdity of contemporary building 
methods than by imagining the same methods applied to the 
production of the automobile. (The device is that of Mr. 
Buckminster Fuller, one of the most provocative of architec-
tural critics.) Suppose it the result not of factory stand-
ardization, but of human individualism; born of the highly 
uncoordinated efforts of client, architect, draftsmen, speci-
fication writer, contractor, subcontractors, automobile ac-
cessory houses, building inspectors, insurance company in-
spectors, and worbnen in a dozen mutually jealous unions. 
Supplant the Machine's speed and efficiency with human slow-
ness and waste; by endless arguments , endless delays, con-
stant changes, work that the architect says has to be done 
over, parts that arrive the wrong size and have to be sent 
back, tro ubles with the unions, troubles with the subcon-
tractors, troubles with the building inspector, bad weather 
holding up the work, demands for more time and more money. 
And imagine What the car would look like in the end to its 
owner, after nine months or so of waiting and a probable ex-
penditure of fifty thousand dollars. One can almost see 
photographs of it in the exclusive magazines; beautiful pho-
tographs on crisp, glossy paper: 
'This charming six-cylinder sedan reproduces faith-
fully the old-world elegance of the stately baronial coaches 
of :Normandy, Which carried their owners to the court of the 
Fifteenth Louis. However , one of the happiest things about 
American automobile design is that it need not adhere pedan-
tically to any one manner; and so you will find that the exu-
berant bronze lanterns which the architect has so delight-
fully adapted to modern use as headlights came from a Vene-
tian gondola of the Seicento while the exquisitely carved 
wheels (no two of vmich are alike) are copies of Baroque ori-
ginals in the collection of the Princesse de Broglie ••• • 
- 75-
The house is a machine. Begin with that fact. 
Make the most of it. 
A machine, in the first place, is fabricated by 
other machines. Who today would make an engine by hand? 
Yet there is an equal absurdity in piling brick on brick as 
laboriously as the architects of Babylon, when a concrete 
wall can be made almost as readily as water is poured into a 
bottle. Why depend on wood and a carpenter when machined 
metal is f ireproof, rotproof, m1d infinitely more elastic in 
its possible uses? Why not, then, adopt mass production of 
houses by factory methods--use standardized materials in 
standa rdized dimensions--and effect as great an economy of 
time and money as we have in the manufacture of the automo-
bile? 
A machine justifies itself only when it is as effi-
cient as men can make it. A house, therefore, should be a s 
practical , as economical, as unsentimental as a tractor. 
Why continue, for example, the romantic pretense that it 
must have a hip or gable roof? The flat roof wastes no at-
tic space; it can readily be converted into a terrace for 
sun bathing; modern methods of insulation and rain proofing 
have removed the last traditional objections to its use. 
Again, an i mportant duty of the house, as an efficient mech-
anical s ervant of man, is to promote to the best of its ab il-
ity the health of its inhabitants. We know now something of 
the great therapeutic value of direct sunlight. It i s possi-
ble today, as never before, to le t that sunlight into our 
houses in a healing flood ; to make the entire side of a room 
one great win:iow. The architect who, knowing this, contin-
ues to deal out the old picturesque half-g loom, who still 
thinks of windows as decorative spots, three feet by five, 
neatly arranged, is potentially as maleficent as a well-
poisoner. 
A machine, finally, is beautiful, because it is 
perfectly adapted to its use; because, no matter how compli-
cated it may seem, it has the essential simplicity of log ic. 
Forget your superstitions. Beauty in architecture is no mo-
nopoly of pilasters and wrought-iron balconies. It is far 
more fundamental than any such tricks of surface decoration . 
Beauty comes from honest structure and lucid proportions, 
from simplicity and perfect functioning. If your house has 
these it will be beautiful and inspiring , even though it 
bears not the slightest resemblance to Haddon Hall of the 
Petit Trianon.l 
1 
Soper, Alexander Coburn, III, 11 Forum and Century,n Jan-
uary, 1 932 . p. 49- 50. 
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As to organiza tion--well, without d.ou-ot, to pre -
sent the chart which was prepared oy .ivir. Bemis (See ? L 'l'E VI) 
wil l be enough to say on the subject. Perhaps after a f ew 
minutes perusal of this nlack of' organization 11 will be the 
thought . 
The building industry has so lved reasonably v1el l 
the coordination of a l arge volume and diversity of ma teri-
als in industrial building but in the field of the individu-
a l small house it has done almost nothing. 
This industry, a lthough the second or third l arg-
est in the country, un like other industries , has remained a 
handicraft, seasonal , loosely-knit industry . Because it is 
loosely-knit , it has not ma de use of standardization of hous-
ing materials. And merchandising :'as such" is unknovvn in 
this fie l d . Hichard Ivlead defines merchandising as nthe adap-
tation of products or services and the methods by which they 
are distributed to the requirements of p oten t ial consumer 
markets. Thi s involves the consideration of the followinc; 
t hings by the 1mnufacturer or merchant : (1) an accurate 
knowledge of the nature and req uirements of the consumer ma r -
ket to which he wishes to sell his products and services; 
(2) the development of new products or tt1e a daptation of h is 
present products to fulfi ll the needs of this rr.a rket , giving 
consideration to their phys ical utility, style and appear-
ance , a nd price in terms of consurrer income and the prices 
charged for compet it.ive articles; (3) the setting up of sat-
isfactory marketing channels so th E:.t these go ods may rea ch 
Source: Bemis, Alfred Farwell. Tl""e Evolv-
ing -Touse . ( Can1brid~e , 1£'04) , Vol . JI, p . 191 
By per:r.1ission. 
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c onsillners in an efficient and economical manner; (4) the 
p lanning of suitable advertiainc?; and other sal es p romotion 
activities so that the potential market will become a prof it-
able and sati sfied outlet for his produc ts; and (5) the con-
stant change and ad.j ustment of h i s products to match innova-
tions and i mprovements made in compe titive articles . 11 l As a 
cons equence sales costs ha ve been high and there have been 
many opportuni ties for pro f it to a l arg e nwnber of Jdetdlemen . 
Thus the a verage prospective home-o vmer , maKing 
the l a.rgest sing le p urchase of his l ife , ia a t the mercy of 
f orce s beyond his knovlledg e and ce r tainl y beyond his control . 
There vraa a time 'Nhen the _-illler ic an who needed a 
h ome could g o into the fo r est , hew the logs an .:'l , without 
much added hel p , bui l d f or hirnse l ::t' that home . Today, of 
course, that i.s pr a ctically i mp o .:;sible. Today wi th an ever -
increasing p roportion of our workers d ep endent upon deferred 
livelihoods , it i s more essential than ever that a continu-
ous f low of credit be established to keep our economic system 
in bal ance . ~· ~ore and more every day 'vve re cognize this need . 
With the g rowth o= our cap italistic aystem, vie 
have witne s s ed a chan g e in the financing of homes . Th i s f i-
nancin5 , as did so many of our laissez - f'aire institutions , 
like Topsy, 11 just grew11 --largely a result of indiv i d ual ef-
f orts, unco ordinate d and undi sc i p lined. 
1 
Jv~ead , J:ticha r cl , 1'The 1'"\.nnals of the Ameri can Acad emy of Poli-
tical and Social Science, 11 March , 1937, p . 60 . 
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During the early history of our country, f inancing 
was almost solely an individual matter v..h ich was arrang ed be-
tween ovmers. As towns and cities grew , regular mortgage 
financing was deve loped. First handled by individuals in-
vesting their own funds, the idea was taken up by various fi-
nancial institutions. Until recently individua ls have been 
the largest single source of real estate financing for both 
farm and city residences. Even now the private lender is im-
portant--perhaps the most important as vvell as the principal 
source of second mortgage funi s. At present, however, 11 bank-
ing institutions, life-insurance companies, mortgage compan-
ies and especially building and loan associations have 
steadily increased their operations in h ome financing, until 
today they handle the major share so far as f i rst mortgages 
a re concerned. 111 
The extent of the real estate loans o f these agen-
cies in the United States on June 30, 1913, as compared with 
June 30, 1931 is given in the fol lowi ng chart: 
1 
Bemis, Alfred Farwell, "The Evolving House ," (Cambridge, 
1934), Vol. II. p. 349. 
-79-
TOTAL REAL-ESTATE LOANS OF CER'rAIN AGENCIES 
I N THE UNITED STATES 
ON JUN'E 30, 1913, AND JUNE 30, 19311 
1913a Per Cent 1931° Per Cent 
Building and loan 
associations . . $1,023,800,000 16.9 $7,760,lOO,OOOf 31.0 
Insurance com-
panies. 
Saving s banks . . 
State (commercial) 
banks . 
national banks 
Loan and trust 
companies. 
Private banks • 
1,485,lOO,OOOe 24.5 
2,303,700,000 38.0 
555,600,000 9.2 
76,8oo,oooc 1.3 
576,300,000 9.5 
~ 3523002000 .6 
$6 ,056,500,000 100.0 
7,650,000,000 f' 30.3 
5,82o,ooo,ooo 23.3 
1,357,300,000 5.4 
1,280,600,000 5.1 
1,232,900,000 ~::d 427002000 
$25,105,500,000 100.0 
(l)a"Economics of the Construction Industry," p . 216. Esti-
mated total loans of building and loan associations in this 
year have been used instead of assets, as in the origiml 
compilation. This change resulted in a slight revision of 
the percentages . 
(b) The figures for 1931, for banking institutions, were 
taken from the 11Report of the Comptroller of the Currency, 
1931." Those for insurance companies are from 'rhe Insurance 
Year Book , 1932. (The Spectator Company, New York, 1932), 
p. A-134 . Those for building and loan associations were fur-
nished by H. F . Cellarius, Secretary- Treasurer of the United 
States League of Building and Loan Associations. 
(c) As noted in the text, nationa.l banks at this time were, 
broadly speaking, forbidden to rrake loans on real estate. 
The total here given for 1913 may include banking quarters 
owned. 
(d) Negligible. 
(e) Figures are as of January 1. 
(f) Figures are as of December 31, 1931. 
1 
Bemis, Alfred Farwell, "'rhe Evolving House, 11 (Cambridge, 
1934), Vol. II. p. 350. 
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Scanni ng these fig ures, we s e e that a good many of 
our homes are bought on the installment plan. In 1920, ac-
cording to the Census, the percentage of a ll ovvned mortgaged 
homes was 38% . Undoubtedly this ratio is higher a t the pres-
ent time. 11 Similar information for rented homes is not 
available, but as a l a r ge p art of multi-family homes, n early 
all of v.hich are rented, are financed in part, by borrowed 
fund s, it is f airly certain that the proportions of rented 
homes subject to mortgag e is substantially higher than tha t . 
1 
of owned homes." 
The Census of 1 920 in its repor t on mortgag es on 
homes also states that nThe American mett. od of acquiring a 
home is to buy the site, gradually pay f or it, then to mort-
gag e it through a. building and loan association or other wise, 
to construct the home with the aid of the mortgage and grad-
ually to extinguish the mortgage • 11 
Taking into consideration the fact that a good 
many mortgages are paid as time goes on, we can assume that 
thi s 38% (or more) represents the a mount which is always in 
the "process of being .'' At this point it will be interest-
ing to note what proportion of our homes "start out in lif e" 
with a mortgage. 
Faced with a dearth of comprehensive statistics in 
this field, I again quote from tha t splendid book 11 The Evolv-
ing House" by Alf red Farwell Bemis: "A special study made 
1 
Bemis, Alfred Farwell, "The Evolving House,n (Cambridge, 
1934), Vol. II, p. 346. 
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for the purposes of this book covering 918 single-family 
homes showed that in 95.7 per cent of these the purcha se was 
financed in part by borrowing of some sort; only 4. 3 per 
cent, in other \\Ords, were paid for in full at the time of 
purchase. A part of this borrowing was through notes. Of 
the 918 homes, 712, or 77.6 per cent, were financed in part 
by first mortgage; there were second mortgages on 359 . 
First mortgage borrowing approximated 53.5 per cent of the 
average value of the home, and second mortgages, where used, 
27.5 per cent. Where homes carried both a first and a sec-
ond mortgage the indebtedness was approximately 80 per cent 
of the purchase price or value. 
"A sample study of 789 owned ho~ s in Buffalo by 
a committee of the President's Conference showed that there 
was a first mortgage in 779 cases and a second mortgage in 
444. In 619 homes the first mortgage represented 52.1 per 
cent of the total cost and the second mortgage 24 .8 per cent, 
the down payment by the purchaser constituting the remainder. 
(The President 's Conference on Home Building and Home Owner-
ship, Vol. IV, pp. 86 and 103.) These averages appear to in-
clude some homes on which there was no second mortgage. 
11 In a questionnaire conducted by the Railroad Coop-
erative Building and Loan Association of New York in 1931, 
522, or 85 per cent, of the 613 persons who replied to the 
question whether there was a mortgage on the home answered 
-82-
in the affirmative. A high proportion would, of course, be 
expected in the case of building-and-loan association homes. 111 
Thus we see that in purchasing a horne, the average 
home owner must depend in great part on credit. And without 
much figuring we also know that this credit must be extended 
for a long period of time and at a reasonable rate. 
So our prospective home owner in need of funds may 
go to any one of the following institutions: 
1. Private lender 
2. Building and loan associations 
3. Insurance companies 
4. Commercial banks 
5. Savings banks 
6 • Land banks 
7. Mortgage companies 
8. Building companies 
9. Employers 
10. Philanthropic institutions 
Following are the principal credit instruments 
which are available for his use: 
1. First mortgage 
2. Second mortgage 
3. Third mortgage (infrequent--used chiefly by 
speculative builders) 
4. Trust deed (similar to a first mortgage. Less 
delay experienced in case of de-
fault) 
5. Land contract (used primarily in the Middle 
~Vest. 
1\i r. Bemis groups borrovwers and their principle 
methods of borrowing as follows: 
Group 
1. Those able to pay 50 per 
cent or more of the pur-
chase price in cash. 
l 
Usual Method of Financing 
First mortgage (or trust deed) 
only. 
Bemis, Alfred Farwell, "The Evolving House, 11 (Cambridge, 
1934), Vol. II, p. 347-348. 
Group 
2. Those who pay 25 to 50 
per cent in cash. 
3. Those paying 25 per cent 
or less in cash. 
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Usual :fl.i:eth od of Financing 
(a) In some cases, first mort-
gage only, especially where 
building and loan associations 
are used. 
(b) First mortgage for about 
50 per cent of purchase price; 
second mortgage for balance 
over owner's equity. 
(c) Land contract, sometimes 
with a first mortgage. 
(a) First, second, and some-
times third mortgages, and un-
secured notes. 
(b) Land contract, frequently 
subsidiary to a first mortgage. 
(c) Special installment ar-
rangemen ts1 made with builder or seller. 
Probably all will agree that ordirarily neither 
the borrowers in Group 1, nor those in Group 2-a have any 
trouble in obtaining funds at a price which is reasonable 
and not a burden. Most writers agree that in normal times 
the cost of first mortgage money is the traditional 5 or 6%. 
Naturally this varies in different regions but generally 
speaking this is the case. 
Turning to the cost of second mortgage money, we 
find that the rates are considerably higher. Theoretically 
interest rates are only "say 6 or 7% but practically because 
of discounts, installment pa~aents, etc., the actual rate is 
much higher. John M. Gries and Thomas IVI . Curran in "Present 
Home Financing" have this to say, "Under the usual regularly 
amortized loans, the real discount is approximately double 
the advertised rate. But, expressed entirely as an interest 
1 
Bemis, Alfred Farwell, "The Evolving House, 11 (Cambridge, 
1934), Vol. II, p. 362. 
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charge, the rate paid by the borrower is even higher than 
the total of the combined nominal interest rate and the actu-
al discount rate, because 'discount' differs frorn 'interest' 
in that it is paid at the beginning of the loan term and not 
during the term or at the end of it. Thus on a typical 
monthly payment three-year mortgage loan bearing 7% nominal 
interest and a 15% discount (5% annually, so-called) the 
rate paid by the borrower is approxima. tely 18% a year . 111 
In Annals of Real Estate Practice, Vol. V, 11Real 
Estate Finance" (National .. ~ssociation of Heal Estate Boards, 
Chicago, 1927) the following statement is made: 11 So far as 
data can be obtained it seems to be well established now 
among the reputable junior mortgage companies that commis-
sion or discount of 10 per cent for one year, 15 per cent 
for two years, 20 per cent. for three years, in addition to 
the interest rate represents current practice. n 
Herbert Hoover in December, 1931, said "We have in 
normal times, through the savings banks, insurance co mpanies, 
the building and loan associations c~ :r:d others, provided abun-
dant and mobile finance for 50 per cent of the cost of a 
home through the first mortgage. But the definite problem 
is not presented by those who can find 50 per cent of the 
cost of a home. Our chief problem in finance relates to 
those who have an earnest desire for a home, who have a job 
and therefore possess sound character credit, but whose 
1 
Gries, (John M., and Curran, Thomas 1\/I ., "Present Home Financ-
ing Methods," (Washington, 1928), p. 10. 
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initial resources run to only 20 or 25 per cent. These peo-
ple would willingly work and applyall their rent and all 
their savings to gain for themselves this independence. 
They are the very basis of stability to the Nation •.• To 
find a way to meet their need is one of the problems that 
you have to consider; that is, how we can rrake a home avail-
able for installment purchase on tenus that dignify the name 
credit and not upon terms and risks comparable to the credit 
extended by a pavvnbroker. n1 
Referring to the bar in the chart on page 70, we 
note that "Fees, Financing, etc." represents approxim:.1tely 
10% of the cost of an urban or suburban home in the United 
States. Of this 10% we have found that for the ordinary 
home owner 50% or more is usually taken care of by the first 
mortgage at 5 or 6% interest rates and that the balance 
above the owner's equity (usually 20-25% of the total cost) 
is taken care of ordina.rily by junior financing at rates 
varying from 10-15-20%. Analyzing this, we find, however, 
that although junior financing represents a minor item in 
the total cost, it may be the largest single item in the to-
tal financing cost. It is also interesting to note that a 
very small reduction in interest charges can effect larger 
savings in rents than changes in any of the other cost i terns. 
Evans Clark has this to say regarding this last 
point: "A cut of 1 per cent in the cost of money will 
1 
New York Times, December 3, 1931. 
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perrnit a cut of $1.23 in rents per room per month. A reduc-
tion in taxes of 1 per cent--if they are levied on a valua-
tion equal to the cost of land and buildings--will also al-
low a cut of $1.23 in rents. But a cut of $1 per square 
foot in the cost of land will allow a cut of only 23 cents 
in rents; a saving of $100 per room in construction will al-
low a cut of 18 cents in rent; and a reduction in mainten-
ance of $1 per room can be used to lower rents by only 9 
cents per room per month. 
"These figures are based upon typical conditions 
in a metropolitan area. The assumptions made in getting 
these figures were: three-story buildings with 30 per cent 
coverage; a density per gross acre of 85; no taxes; a vacan-
cy allowance of 5 per cent; a loan covering the entire cost 
of land and buildings, repaid over a period of 45 years; 
land costs of $1.50 per square foot; construction costs of 
$1,270 per room; maintenance expenses, including insurance, 
of $45 per room per year; and rents of $6 per room per month 
plus 50 cents for stores. 
"Let us apply these figures to the problems of 
rent reduction. If local authorities can be financed by 
funds raised by governments at 2~ per cent, a reduction of 
2i per cent can be made below what the private operator has 
to pay--about 5 per cent. A cut of 2i- per cent in the cost 
of money alone will permit public authorities to cut rents 
almost $3 per room per month. If tax exemption is also 
granted, a further cut of $3 in rent can be made. In other 
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words, if a public authority built and operated the same 
kind of buildings on central city slwn land costing in all 
the same amount a s the I<:nickerbocker Village project, which 
is loca ted in that s ort of district and in which rents c..rc 
r;:> l 4 per room , the authority would only have to charge approx-
imately $ 8 for rent. 111 
And Al fred Bemis states tha t 11 Broadly speaking , a 
reduction of 1% in interest charges can effect almost as 
large a saving in rent as a reduction of 10% in direct con-
struction costs. For examp le, i f the building represents 
65% of the cost of a $10,000 home a 10% reduction in con-
struction costs means a dire ct saving of $650 ; on an assumed 
rental ratio of 14% this vvo uld mean a saving of $91 per year. 
(The total saving i n rent through a 10 per cent reduction in 
direct construction cost would be somewhat grea ter than here 
shown , since there would be an attendant reduction in financ-
ine:S and other costs.) A reduction of 1% in interest on the 
total cost (including the ovmer •s equity) would be ~100. If 
computed on borrowed funds only, such a reduction, \vhere i n-
debtedness wa·s 75~6 of the va lue, would mean a saving of .,:P7b. 112 
Knowing what America's capacity to conswne is, I 
feel that tJ.No things a re necessary in this fie l d-- (1) Inter-
e s t rates should be lower and (2) Rates shoul d be amortized 
1 
2 
Clark , E:vans, "The Anna l s of the American _\ cademy of Poli-
tica l and Social Science, 11 March , 1937 , p. 154-15.'::i . 
Bemis , l f red Farwell, liThe J:volving House," (Cambridge, 
1934), Vol. II. p. 378-379 . 
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over a longer period of time. It has been said that today a 
civilized rate of interest is 2%--yet we know tha t the price 
of mortgage money is far above tha.t. Why? Because--
nin the f irst place, most of our construction , and 
consequently most of our mortgage undervvriting , is done in 
boom periods when building operations must compete f or money 
with a ll the seductive attractions of other speculative in-
vest.rnents. 'fhe resulting high rates a r e frozen in long-term 
commitments and tend to perpetuate themselves through renew-
al after renewal, whether these renewals be made in g ood 
times or bad . 
11 In the second p lace, the rate charged on mortgage 
money d oes not represent interest alone . A considerabl e por-
tion of the rate represents the risks of mortgage financing. 
·rhat these risks are conside r able and omnipresent has be en 
amply demonstrated in the last seven years . 111 
Although some feel that these risks have been 
g reatly exaggerated, the prevailing opinion in real estate 
circles is this: "In the mortgage loaning fi eld it is not 
now contended with any degr ee of seriousness that a junior 
lien is not subject to many more risks and hazards than a 
senior lien. It is also admitted g enerally that because of 
such increase of risks and hazards a junior 111ortgage is en-
titled to require as compensat ion for making such loans, 
l 
Vinton, '.lfarren Jay, 1i'l'he Annals of the i\.rnerican Academy of 
Political and Social Science," March, 1937 , p. 14. 
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service charg es, commissions, discounts , intere st or otr1er 
charg es , commensurate vrlth the risks and hazards assumed . 11 1 
Amort izations over a longer period , at a lower in-
terest rate , would not only lov;er the per yei:ll' cost to the 
home ovmer , but would bring many more fami lies into the mar-
ket for shelter. Lowell J. Chawner , A. B., C.E., senior econ-
omist of the United St a tes Bureau of Foreign and Dome s tic 
Commerce presents an interesting chart (See PLATE VII) show-
ing the " Number of J amilie s in the United States Having In-
comes Greater Than Amounts Shown. '' Explaining this he ha s 
this to say regarding the lowering of intere st rat es and 
amortization: "The chart indicates that , ·oased upon the lev-
els of income in 1929 , appr oxima tely f ive mill ion more fami-
lies of mode rate income could su pport the ownership of a min-
i mum- priced house adequate to the ir needs i f intere s t rates 
and amortizat ion were to change from 6~- per cent amortized 
over 20 years to ~ per cent amortized over 30 years. 'rl:lis 
calculation is based upon the a s sumpt i on tha t one - fifth of 
family income is a lloca ted to cover intere s t and arnortiza-
tion charg es upon the tota l purchase price of h ouse and lot. 
"The number of famil ies whic h it appea rs would b e 
affected , other thing s bei ng e q ual, is very g reat, b eing a p-
p roximately seven times the aver age number o f family units 
built annua lly in nonfarm areas in the Un ited States during 
l 
Bemis, Al f red Farwe ll, "The Evolving House , " (Cambridge , 
1934) , Vol. II, p . 373- 374 . 
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the period from 1920 to 1828 . The s e condary consequences, 
however, such as reductions in rents and values , cha.n6 es in 
conswners' appraisal of the desi r a oi lity of improved housing 
a s compared with other commodi t i es , cha nges i n the supply of 
mate r i a l s , labor, land, and investment funds , and s i mil&.r 
economic adjustments which would f ollow a substantial volwne 
of new building, would g reatly reduce the number o f f&m i lies 
which othe rwise might appear to be affected. In sp i te of 
these linli tations, the co mparisons do suggest that a h i 5 h ly 
i rnportsnt re l ationshi p exists oetwe en intere st rates i:ind 
amort i zation , a nd the volwne of production of new units as 
measured by the ability of fami lies to s u pport horre owner-
ship e ither as tenan t s or as owner-occupants . 11 1 
His second cha rt (See P L1 TE VIII) entitle d rtHousing 
Which :t<::qual Annual Payments of $240 \'iill 3upport at Varyi ng 
I nterest Rate s an:l Periods of Amortization'' is i ndeed en-
lightening . In e xp lanation he states that "this chart pro-
vide s a more direct co rnpari son o f the effe ct of intere st 
rates a nd amortization upon various investments in housing 
which could b e sustained by a given annual ou tl§:.:.i for such 
purposes . This c hart i s a g raphical rep resentation of the 
rna thernatical rela tionship wh ich exists between a cap i ·tal ex-
penditure, i nterest rates and periods of @n ortization , and 
the annual payments required to sustain that expenditure . 
1 
Chavmer, Lowell J ., "The Annals of the ~:lillerican Academy of 
Political and Social ::>cience, " :Niarch , 1937 , p . 32 . 
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It may be observed that equal annual payments of ~240 for 20 
years will sustain a capital expenditure of approxin~tely 
~p2 ,700 when intere st rates are 6:} per cent, and tha t the 
same annual payments over 30 yea rs with interest rates at 
4~ per cent will sus tain a capital expenditure of approxi-
mately $3,900."1 
Although f inancing represents only approximately 
10% of the total cost of the ordinary urban or suburban home 
in the United States, we have found tha t it is importan t not 
only as far a s its 10% share is concerned but also because 
of the fact that small reductions in interest charges effect 
g reater proportionate changes than do simila r changes in the 
other p rime costs of land and labor. 
Both the reduction of interest rates and longer pe-
riods of amortization depend upon the elimination of r isk in 
the construction industry. We cannot expect the lender to 
reduce rates until he can be assured of security. It is up 
to all interested parties to bring about this elimination as 
soon as possible. )hlortgage money rates must be made to§:.£-
nroximate pur~ interest !:_ates. Naturally housing ·:vhic h is 
bought or rented on the installment p lan must bear some ca r-
rying cha rge. Other industries, however, are operated on 
the installment plan and have made money . The probability 
i s thou,gh that if t hey did not know their market any better 
1 
Chawner, Lowell J ., "The Anna ls of the "~une rican Academy of 
Political and Social Science," Ifarch, 1937, p . 33. 
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than the housing industry, they probably v.ould operate with 
the srune r isk and in order to do profitable busine s s t hey 
would have to charge the same high rates. 
The housing industry is guilty of incurring co s ts 
to protect itself from f a ilure a nd then doing little or noth-
ing to pr event those f a ilures. 
A few larg e home construction companies, highly or-
ganized, using scientific method s and interrelated so as to 
coordina te production could do much toward el imina ti% risk. 
Coo pera tion between lending institutions and simplification 
of credit instruments wouJd also help . Herbert u. Nelson , 
Secretary and Manager of the National Associa tion of Heal Es -
tate Boards believes tha t the proposal of Nir. J. So ule War-
terfield, Ch icag o, president of the New National Association 
for Better Housing , to rate cornmunitie s on their mortgage 
risk would do much to alleviate p resent conditions . He be-
lieves tha t "the whole profound disorganization of our mort -
ga g e structure during the depression carne essentia lly be-
ca use of this f a ct: It was f ound ed on t h e ability of the in-
dividual to pay on d emand. That is a false foundation. 'Ne 
have failed to found it on its true basis, t he ability of 
the under lying pro perty to :3us tain so und use-value over a 
long p eriod of time. 11 1 
Mr. Bem i s i n 11The Evolving Rouse 11 suggests that 
11 Consolidated home-mortg age borrls well-secured and widely 
1 
Nelson, Herbert u., 1'Law and Contemporary Problems, 1' 
(Durhrun, North Carolina, 1934) , p. 161. 
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available for investment are a most important f .ctor in bet-
tering the liquidity of the individua l home, as well a s the 
home itself ••. 'rhe averagi % of risks between i ndividuals 
and territorial sections would further broaden the avai l abil-
ity of home cred it as an obj ect for g eneral public invest-
ment; by thus increasi ng its liquidity, individually lower 
mortgage r<::ttes would be justified and ·would result.u1 
Then the fortunate individual who has been able to 
pay for these three major costs--land, construction and f i-
nancing--is faced with the problem of maintenance. This 
bring s us to the subject of taxation. 
At the p resent time about 80h of state and local 
funds are provided by real estate taxes. Undoubtedly this 
ha s been a heavy burden to bear and ras probably had consid-
erable effect on the cost of housing and the kind of housing 
which has been built. 
A century ago real estate taxes were low. During 
the past h undred years, however, services provided by tl1e 
government have g ro\m in number and extent. Taxes to pay 
f or schools, libraries, paved streets and highways, street 
lighting, police and fire departrnents, public health serv-
ices, garbag e and sewer disposal, water d epartments, etc. 
have grown according ly. 
1 
Bemis, Alfred Farwell, "The Ev o lving House, 11 ( Cambridge, 
1934 ) , Vol. II. p. 403-4-5. 
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In g eneral the practice has been to tax 11 real es-
tate"--meaning either vacant land alone or land and build-
ing s combined. This union of two en ti ties, absolutely dis-
similar, is indeed surprising. Probably the only explana-
tion that can be made for this system of taxation is to say 
tha t it followed the line of least resis tance. It was much 
easier to tax fixed, immovable products tha t could not easi-
ly be concealed than it was to tax movable and easily con-
cealed ones. To justify this is a different matter . l'To one 
has ever justified the fact that im~ovable labor p r oducts 
(those which are fastened to the l and ) should be taxed at a 
higher rate than movable products--the latter sometimes not 
being tax ed at all. It is interesting to note too that 
cases of exemption from taxation have been given to concerns 
erecting business blocks and in some ins tances to n~nufactur­
ing concerns. Yet the building of homes has always been car-
ried on under the burden of heavy taxation and land specula-
tion . 
This system of taxation has been in most corrununi-
ties a satisfactory means of providing adequate revenue. 
But it has not been so satisfactory from the point of view 
of justice or the social view of the requirements of taxa-
tion. For the last decade or so this problem ba s been the 
subject of much study and criticism in the United States. 
In f act the whole trend of mod ern taxation is toward a dif-
ferent end and toward the control of monopolistic value s and 
the return to the public of all values created by it . 
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Taxes on homes, however, still continue to be ex-
acted, not from any social or economic necessity, but be-
cause homes are anchored to the land and are legally classi-
f ied as a part of real estate. 
'rhat a scientific method of taxation is necessary 
is not to be denied. All students and authorities on the 
subject and all advocates of better housing have long felt 
the need. 
It is impossible here, nor would it be particular-
ly worthwhile, to point out all the merits and demerits of 
the many tax systems which are now in use, or the many pro-
posed p lans of taxation. All that can be done is tD point 
out in a general way some of the "high lights!! and the gener-
al trend of the present situation. 
Practically speaking progressive income and inher-
i tance taxes will probably be in the future the main sources 
of governmental revenue. Iliiost authorities on public finance 
today have accepted the theory of ability to pay as a proper 
and desirable basis of taxation. "In our present economy, 
incomes and inheritances form the best index of such ability, 
and their progressive taxation is the best means of reaching 
many blocks of taxpaying ability v.hich otherwise will build 
anti-social fortunes. ,,l 
In the fall of 1933, the then present Mayor of 
Pittsburgh in his campaign for election advocated legislation 
l 
Buttenheim, Harold S., 11Law and Contemporary Problems, 11 
(Durham, North Carolina, 1934) p . 205. 
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to extend the ? ittsburgh plan of taxation by gradual steps 
until buildings are freed up to 80% from all real estate tax-
ation. This is certainly a different attitude from that of 
the past where we noted that real estate bore 80% of all 
taxes. 
As far as real estate itself is concerned, the 
best system of taxation would be that syst~1 which would be 
most effective in establishing a maximum and a minimilln stand-
ard of land use and one which would make it possible to fix 
land values in such a manner as to prevent decrements as 
well as undue increments. At present cities are faced with 
many slum and blighted areas which are costly. "No city of 
relatively stable population can go on giving city services 
of paving, street cleaning, sewer, water, lighting, police, 
fire schools, and all the rest, to ever-widening new pe riph-
eral districts, while ever-increasing inner areas are main-
tained for their dwindling population at increasing los s . 111 
It was stated that the single tax plan of taxing 
the Vd.lue of land as distinguished from the improvements 
made by individuals was impossible. It is not impossible 
though to separate the tax on buildings from the tax on land. 
This probably is one step which is necessary toward scientif-
ic tax reform and is, no doubt, a step in the right direc-
tion. Then most tax reform advocates propose to increase 
the tax on land and to decrease the tax on buildings. 
1 
Wood, Dr. Edith :FUrner, "Law and Contemporary Problems, n 
(Durham, North Carolina, 1934 ) , p. 138. 
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Insofar as this is done, and insofar as making this land pay 
for governmental services largely by the va lues which such 
services create, they are--up to a point--following in the 
footsteps of Henry George. 
But although most tax r eform advocates believe in 
the desirability of untaxing buildings and of raising 11 real 
estates" share of local public revenues largely from the 
land rents created by governmental expenditures and by ti1e 
grovnh of population, or concentration of population, they 
also realize that this must be accompanied by some sort of 
civic or neighborhood planning . 
Caro l Aronovici says "If the land tax is to affect 
social conditions in a manner that would avoid the present 
congestion and aid in the spreading out of the population, a 
li~itation of heights of building s is imperative. As an aux-
iliary to the limitation of heights, we must call into play 
a classification of community activities according to their 
building needs and the eff ects that such building is bound 
to have upon the neighborhood. 'I'his classification should 
determine the location of the buildings in which these busi-
nesses are to be conducted resulting in a clearly defined 
zoning system established along the lines of hwnan activi-
ties, a nd the relations of the people to these activities. 
This zoning would create business, manufacturing, and resi-
dential districts with permanent character and not subject 
to f l uctuations in values such as are so frequently responsi-
ble for speculation in land and undeserved decrements in 
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land values that are a social loss and a dang er to the indi-
vidual investor. 
"A further adjunct of the land-tax system would be 
the limitation of number of buildings i:llld dwellings to the 
acre, and a limitation of occupancy of land areas. Ten to 
fifteen homes to the acre, as compared to the present aver-
age of from thirty-five to :forty, woulc call into use large 
land areas, and while the single-tax system would force the 
people to use their land, another legal requirement would 
p rovide a demand for such land by a limitation of tbe inten-
sity of its use. It is obvious that a city with an average 
of twelve fa_milie s to the acre v10uld expand and use a larg er 
land area than a city with an average of thirty-five homes 
to tbe acre. This expansion would avo i d the possibility for 
land monopoly due to forcing land into the w.a.rke t, cU1d <:tt 
the same time would vastly improve the present sanitary 
standards of our urban life, the g reatest evil o f which is 
congestion. 
"The above reasoning leads to the conclusion that 
land values must be reduced by an increase in land taxes but 
that this increase in taxes carries with it social dangers 
tha t can be avoided only by a system of restrictions of 
heights of buildings, a zoning system and limitations of the 
intensity of land use consisten t with economy and with the 
sanitary and social needs of the people of our cities."1 
1 
Aronovici, Carol, "Housing and The Rousing Problem," 
(Chicag o, 1920 ), p. 71-72. 
Naturally this will mean many adjustments in the 
real estate market and it will necessarily be_:: of greatest 
value to smaller, g rowing to ·wns and cities. l.feverthe less it 
is one factor toward improving the situation. 
In an article in "Law and Contemporary Problems, 11 
Harold S. Buttenhei1n also expresses this view. He says "'rhe 
housing problem will never be solved while the land problem 
remains unsolved. The la..""ld problem will never be solved 
while the taxation problem remains unsolved. 'rhe taxation 
problem will never be solved 'Nhile assessors are required to 
tax real estate as though land and buildings were one and in-
separable ••. In providing the public revenues of any city, 
the less we tax land the less is the pressure on owners to 
sell or use the land for housing projects. The less we tax 
improvements, on the other hand, the g reater the inducement 
there is to erect new homes or improve old ones. Obviously, 
a rational system of real estate taxation will reverse the 
first trend and strengthen the second. By raising more reve-
nue from the land and less from buildings, two essentials of 
low-cost housing wi 11 be achieved: land wi 11 become cheaper 
to buy and develop, and homes will become cheaper to own or 
rent."1 
That this is beginning to be raore than .just a the-
ory is evidenced by the Pittsburgh "graded tax" plan. "Au-
thority for this method of taxation was granted to the 
1 
Buttenheim, Harold s., "Law and •':ontemporary Problems, 11 
(Durham, Eorth Carolina, 1934), p. 199. 
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second-class cities of Pennsylvania by the Legislature in 
1913. For the first two years a reduction of ten per cent 
from the tax levied on land values was allowed on bui1jing 
values. Thereafter, during each sue ce ssiv e triermium an ad-
ditional reduction of ten per cent. was allowed, until the to-
tal reduction equaled 50 per cent of the rate on land values. 
This limit was reached, after the five suc cessive steps, in 
1925, and since then Pittsburgh building valuations pay a 
city tax rate of one-half that levied on land values. 
"The act provides that land and buildings shall be 
assessed separately, but without discrimination in the ap-
praisal values for tax purposes. It is entirely a mat t er of 
fixing separate tax rates. The Council applies t wu separa t e 
rates, one to apply to the land and the other to buildings. 
The latter must now be one-half the former. Strictly speak-
ing, Pittsburgh does not have a tax rate on real estate. In-
stead it has a land tax and a building tax. No tax whatever 
is levied on personal property or machinery . 
"Pittsburgh's Chief Assessor , P . R. Williams, 
writes under date of February 20, 1934: ' 'rhe success of 
Pittsburgh's g raded tax plan is g enerally recognized, and 
after twenty years of actual experience no one seriously pro-
poses a return to the old system which prevailed prior to 
the Act of 1913. The present graded tax law has been en-
dorsed and defended by the Allied Boards of Trade of Alle-
gheny County, the Pittsburgh Chamber of Commerce, Pittsburgh 
Civic Commissions, Pittsburgh Real Estate Board, Civic Club 
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of Allegheny County and by various labor unions. A majority 
of the members of the City Council are on record in favor of 
extending the present g r aded tax system and there is substan-
tial evidence o f a g rowing public sentiment in this direc-
tion and a strong probability of some i mportant advance dur-
ing the next year. u1 
Since this was written in 1934, many states have 
been experimenting with this idea and we are beginning to 
have more mod ern tax prog rams written into our state laws. 
It is imperative, however, tha t this modernization 
be done at once. Then adjus~11ents of real estate values in 
slum and blighted areas will not be as g reat. It is also im-
pera tive that this mo dernization be accompanied by strict 
zoning laws or in co ordination with some sort of civic organ-
ization similar to " The Regional Association of Cleveland . 11 
This is a non-partisan, non-political, non-profit organiza-
tion concerning itself with 
1. 'rhe d evelopment of comprehensive reg ional p lans for 
land use in Cleveland and its environs. 
2. 'rhe promotion of better housing conditions for the 
people of Cuyahoga County; and 
3. The exercise of governmental povver s in respect of 
l and use and housing conditions. 
Other influencing fa ctor s which are inextricably 
"bound up 11 with the housing problem--and which must b e recog -
nized if better housir~ is to be accomp lished--follow. 
1 
Buttenheim, Harold S., "Law and Contemporary Problems," 
(Durham, North Carolina , 1934), p . 199-200. 
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Industrial and Populati9~! Changes 
Perhaps the two outstandi ng , unpredictable and un-
controllable (at the time) underlying forces in producing 
t he p resent housing s itua tion were the rapid g rowth of p opu-
l ation during the past century and industrial expansion. 
'rhis industrial expansion coupled with the rapid increase in 
our population caused a me teoric growth of urban places in 
the United States during the past 50 years. Industrial 
-Dooms which drew hund reds and thous ands of workers to a com-
mw1ity without at the same time making provision f or their 
accommodation naturally resulted in a dema.nd for h omes that 
could only be me t by increased congestion and a correspond-
ing ris e in rentals. 
Caro l Aronovici tell s us tha t "An impressive s t a t e -
ment a nd a clear cone eption of the appalling co nc entra tion 
of populati on that has taken place in our midst can be de -
rived from a study of the statistics of populati on in the 
thirteenth cen sus. Of the total land area of the United 
States, amounti ng to 1, 903 ,289 ,600 acres, only 1,185 ,795 . 8 , 
or 0 . 026 per cent of the total land a rea of the country, are 
occup ied by the metropolitan cities, \'.l11ich contain 18 . 59 pe r 
cent of t h e total p opulation of the country, 91, 972 , 666 in 
1 910. If ~i·re consider all cities of the Unit ed St a tes of 
over 30,000 population we find that they conta in 27 ,316,407 
p eop le or 29.76 pe r cent of the population of the country, 
living upon an a cr eage of 2 , 335 , 664 . 6 or 0.123 per cent of 
the total land area of the country. In other wor ds, while 
the total land area of the Unit ed States is s uff icient to 
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allow each person over 20 acres eac h , the p eople in the 
cities of over 30,000 are livillfS on the averag e of abouT.. 1 2 
to the a cre. nl 
Some i d ea of' the imrnensi ty of these cha ng es i s 
. .2 
sho,vn in the f o llovving charts : 
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After a brief study o f these figures , is it any 
wonder that our cities present a s orry appearanc e today . 
With hardly a p lan to control either the direction or size 
of that g rowth, is it any wonder that RISK became an under-
lying factor in the cost of a horne. As wa s pointed ou t in 
the discussion of f inance, the cost of mortgage money is not, 
, 
in most cases, too high when considei•i ng the risk involved. 
Discussing this subject,, Nathan Straus relates, "Because rep-
utable lendi ng agencie s so f requently suffered crippling 
l 
2 
Aronovici, Carol, 11 'rhe Annals of the }\merican Academy of 
Politica l and Socia l .3cience , " January, 1 914 . p . 234 . 
Str a us, r;:athan , "Current History," (New York, !1iarch, 1 9 38) , 
P · 18 P • 20. 
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losses caused by the g rowth and chang e of citie s , they r e -
f used to make mort gag es on ;LiOr e t han 60% of the co s t of 
homes. The y limited t he periods of' arnortiza tion of tl1e i r 
loans to 10 year s an d t he y maintained h i gh intere s t ra.t es . 
As they a chieved some me a sure of security for their own 
loan.s , they increa se d both the cost of housi ng and t he risk 
of the builder. :F'or he was oblig ed to obtain the rest of 
the nece s sary financi ng of h is operations i n tl1e second mor t-
ga ge market. The price he paid f or this money was l a r gely a 
gambler's commission. The unfortunate r amif ica tions of' risk 
h ave extended f ar beyond the cost of housing money . The 
home building i ndus try has consisted largely of small opera-
tors who ha ve worked on guess-work and rule of t hwnb, be-
cause of l a ck o f resources n e cessary for comprehensive, f ac-
tual analysis of the rr~ rket . Risk has al s o a f f ected the men 
who do the a ctual build i ng of' homes. Beca us e t he business 
has b e en peri od ic, employment f or ou ildi ng t rade s worker s 
has been uncertain . The masons and p lwnbers have never 
known whethe r they would have 200 days of work or no work in 
the ensuing year . Small 'Nonder then, tho.t, throu5h t heir 
unions, the y should h ave pressed f or a high rea l 'Na g e in or-
der to ma ke a livi~ . 
" · •• Finally risk has a ffected the cost of mate-
rials . I t is obvious tha t, i f hous ing is built on ly on a re-
tail basis , bathtubs and windows must oe sold on a retail 
basis. And if materi al supply co mpanies ar e to make a ny 
p rof it, the slo'vv turnover of merchand i s e must be re f lected 
i n h i g her prices. 
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"Thus vre can trace b a ck to the g rowth and change 
of our urban co~nuniti es a long chain of evils which have 
made housing cost too much. 111 
Speculation, of course, was rampant. .Rea l estate 
became overvalued. ,Jerry-built houses increased in number. 
Supply and demand seemed never to even approach each other. 
Housing , both good and bad, vas in the vvrong place. And 
thus the si tua.tion g rew. 
Today vre are faced with the result of this. 'Ne 
are also faced vti th a swing in the opposite direction . Un-
doubtedly -vve are approaching a period of relatively stable 
population. Along with this v.e are confronted with a right-
about-face on the part of industries ~".h ich are tending to 
decentralize. 
Edgar M:. Hoover, J r. believes that 11 suburbaniza-
tion" is a more appropriate term. His conclusion on the re-
lation of current industrial changes to the housing market 
is a s follows: 
1. The basic trend of industrial mechanization is 
increasing the importance of the trade and service groups in 
our working population. These groups show a relative concen-
tration in large urban centers, and seem to be crowding manu-
facturing plants to the suburban zones . 
2. The suburbanization of manufacturing has been 
furthered by the development of bus and truck tran~ortation, 
and to a minor extent by the use of electric power . 
1 
2 
Stra us, Nathan, ncurrent History, II (New York, March, 1938)' 
p . 20-21 . 
Hoover , :Sdgar M., Jr., 11 The Annals of the American Academy 
of Political and Socia l Science, n T<ITarch, 1937. p. 1"14 . 
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Then too the d rif t f rom farm to city has been 
turned back . l'~o doubt , the automob ile has been instrumental 
in this . Prior to the automobile the rmjority of peo ple 
were practic al ly c ompelled to l ive near ti1eir wor k , school s , 
stores, etc . With tbe co mi:rg of the automobile, h owever, 
transp ortation time was cut and peo ple found they could move 
to the suburbs or to the country . Th is opened up ne ·w n eigh -
borhoods and caused many homes to be built . But it had its 
disadvanto.g es too. The automobile demand ed good roads--good 
roa.ds meant higher taxes . Highe r taxes , as we have seen , 
me ant h i g her co s ts for the home owner. 'rhi~; shifting of pop-
ulation to i mproved suburbs also l eft behind it many bl i ght-
ed areas . 2ousin5 , indeed , is a complic a ted subject with 
many angles ! New a pproaches are constant ly a ppearing . 
The telephone , newspaper, radio, the possibility 
of televi sion , and electric power have and wi 11 continue to 
i nfluen ce the s i t ua tion. 
At th i s point we a r e faced with a two-sided prob-
lem. Fi rst , vve !,gUS t g_ontr2.1 thi.§. dec entralization wh i ch is 
.Q~inniY.lf{ to t a ke P.J:ace . ·~ve must see to it that ci tizens 
are not housed wh ere there i s no hope of f'u t.ur e ernployrnen t 
tha t ·will g iv e them a decent living. Secondly , we must re -
store to effic ient use the slwn a reas and blighted districts 
-----· -- --- --- ---- ---
which _§;re fa cing bankrupt~;y:. 'l'axes cannot continue to b e 
paid on high valuat i ons which have only 11 h opes 11 o£' j u.:>t i f y-
ing them. 
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Supply and Demand 
Any f uture housing pro g ram must of necessity make 
some at tempt to co ordinate dema nd and supp ly. I n some rn.an-
ner, each must be made to approximate the other. The build-
er of hou s es in the future should know that there will be a 
need and continuous d emand for tilose houses. Speculative 
build i n6 , bringing socia l waste becaus r:o of its tendenc y to 
over-build in certain directions and failure to build a t all 
in others, must be done away wi th. 
Already we have noted that the supply and demand 
for land are out of harmony 1.1vith the actual need for such 
land . Land value s are not create d by tile law of' supply and 
demand but by artificial means wholly d ependent upon the meth-
ods applied in the development of communities and the con-
trol that is p laced upon the intensity of land us e . 
Strange it is th e:,_t em industry of such size as the 
bui l ding industry should be so consp icuously marked by se -
vere long - t.ime fluctuations in the volwne of current activi-
ty . l1'or instance , rtDur ing the year 1 925 there were added to 
the residential building supply in nonfarm areas in the 
United States , more than 900,000 new fam ily units. Seven 
years earlier the corresponding nwnber 'Nas 240 , 000 , and 
eight years l a ter, in 1 933 , it fell to some 60 , 00 0 units • 
.No other industry of comp::trable size over this period experi-
enced fluctuations in production as s evere as did residen-
tial building , and only in a few other durable go ods indus-
tries wa s the same order of magnitude approximated. 
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tl Fluctuations in the producti on of' new units 
have been very g reat, not only from year to year but also 
among individual cities as well as run ong g roups of cities 
classified accordj_ng to size and relationship to metropo li-
tan areas. ,,1 
Strang e it i s that the ratio of annual production 
to the total supply i s ~naller for housing than for prac t i-
cally any other durable commodity. Residential struc·tures 
seem seldom to be worn out and withdrawn from use. Patching 
them up goes on indefinitely--and at g reater and g reater ex-
pense. 
To present all the economic factors relating to 
the demand f or and supply of housing would be a the sis in it-
self. A.n excellent summary o f factors in relation to resi-
dential building is g iven by Lowell J. Chawner: "Major flue-
tuations in the production of houses are for the most part 
dominated by d emand factors such as nBrriag es, less d i sso lu-
tions by death or divorce, irmui gration, in·ternal migration, 
and levels of farnily income. These major fluctuations which 
appear to have been roughly cyclical, are be lieved to result 
in periods of d iffering character with regard to the influ-
en ce of costs and other supply f a ctors up on the volume of 
building at different periods of time. 
"Special emphasis bas been placed upon these dif-
ferences in time as they relate to costs. Market conditions 
1 
Chavmer, Lowell .r. , "The Anns.ls of the American Academy of 
Political and Social Science,tt March, 1937. p. 25. 
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at times of curtailed demand or e xcess in the standing sup-
ply evid ence l ittle relationship between cost factors a nd 
p roduction. 1Ni th increa sing d emand and actual or approach-
ing shortag e, production may, over short periods, show a 
marked relationship to cost. Over long periods, the supply 
of necessary labor, n~t erials, credit, business organization, 
and similar factors b ecomes adjusted to enlarged require-
ments , and cost and production may be in fair l y close adjust-
ment . Actual stability , however, is seldom attained. Resi-
dential build i ng , in spite of its relative size and i mpor-
tance when co mpa r ed with other industries in good times, is 
essentially a s mall increment in the a vailable supply of a 
highly durable cormnod i ty. IV::oderate changes in the total de -
nand rep resent very large chang es i n the increments in that 
demand, and result in wide chang es in p roduction.u1 
Lack of organ ization, l Qck of statistical inf orma-
tion, and lack of p lann ing have done much on the supply s ide 
to widen the gap between supply and demand . Cn the d emand 
side there has actually 'been no rea l motivating force other 
than a handful of philanthropists, students of housing, and 
scattered i dealists. The mass emotion which will eventually 
demand better housing has been lacking . Only during t he 
past few years have we seen the beg innings of this movement. 
And even today this movement is not a strong one . The need 
itself is a crying one but the will to satisfy that need is 
1 
Chawner, Lowell J., 11 The Annals o f the American Academy of 
Political and ~ocial Science," March, 1937. p . 34 . 
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weak. As we know t he majority of peo ple ca nnot a f f ord to 
own new home s. '!'hey mus t rent homes f rom others. 'l'his one 
f a ct ha s perhaps done a s ~uch as a nything to pr event mass 
op inion f rom rr.ak i ng a stand. 
It i s the person VihO rents a home as well a s t he 
home owner who mus t demand a solution to the housing prob l em . 
I n the Un ited States i t is neither possible, prob-
a ble, n or desirable f or every wag e earner to b ecome a home 
owner. The labor turnover is too s wift and workmen shift 
too rap idly f rom city to city to make per ruanent owner ship on 
a larg e scale pr•actica l. I n fa ct ''mortgage f oreclos ure f i~-
ures, population and employment trends show tha t f ew Ame ri-
can families can a f f ord to own a h ouse which saddles them 
with fixed charges, pins them to one p lace, and may not meet 
their needs or be saleable later one. ul IVIr . Chase presents 
the followi ng to substantiate this: 11 Follov1ing the c are f ul 
researches of Dr. '!food, ··Ne will •.• examine the mournful 
f i gures of f oreclosure s in 96 cities with pop ula tions a bove 
1 00 ,000 as gathered by the Federal Home Loan Bank Boa rd. 
They do not g o back o f 19 26 , which i s taken a s a base vri t h 
an index number of 100. Tha t this was n ot a year abnormally 
low in f oreclosure s is indic a ted by the Philade l phia figures 
--738 sheriffs' writs in 1920; 4657 in 1 926. 
l 
Cha se, Stuart, 11 Surve y Graphic," Ma y , 1938 . p . 26 3 . 
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1926 100 1932 382 
1927 137 1933 395 
1928 180 1934 370 
1929 212 1935 366 
1930 235 1936 274 
1931 300 1937 207 
11 0bserve the startling increases in 1927, 1928 , 
1929 , when 11 prosperityn was zooming . Stocks were up, but 
something was loose in the real estate market. Observe the 
rni ghty peak in 1933 . Remember that after 1933 the HOLC 
saved more than a million homes in urban areas from foreclo-
sure and so held the index down. With these totals, Dr. 
Wood estimates that f or the period f rom 1926 to 1936 there 
were no fewer than 1,600,000 foreclosures on nonfarm resi -
dential buildings the country over. Adding 1,ooo,ooo homes 
saved by the HOLC in the l ast three years, v;e arrive at the 
stupendous total of 2 , 600 ,000 houses los t, or saved by a 
g ove rnment pulmotor, in 11 years! This works out to some 
43% of' our houses built during the boom, either f or eclosed 
or barely escap ing f or eclo sure.n1 
~Vhether renting or owning, however, the need for 
better hous ing is still the same and the same factors still 
underly and motivate the situation regardless of v\hethe r the 
owner occup i es the house himself or rents to others. 
Predictions for the future also lead us to believe 
that although our popul at ion will shift le s s rap i d ly than in 
the past, it will nevertheless shift. In a splendid and 
most worthwhile 700 page study of migr ation and economic 
1 
Cha s e , Stuart, " .Survey Graphic," May , 1938 . p . 263 . 
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opportunity by Carter Goodrich and others the conclusion is--
"V'lithout g rea t mi g r a tory movements we ca rmot possibly red uce 
our s ectional inequalities or use our h uman and rr~t eri al r e-
source s to the best advantage. In a world of cha nging oppor-
tWJities, mor eover, ther e must always be many for vvhom t h e 
ability to move of fer s g reater securi t y tha n even the mos t 
f avored loca tion. It should there fore be a ca r dinal point 
of socia l policy to encourage mobility and to g ive it s ur er 
purpose and direction. But no poss ible placement of peop l e 
can make them safe in an insecure economy, and no migr a tion 
policy can itself gua ran tee the indi spensable increases i n 
economic opportunity. 111 
Araerica ne eds better housing , but mos t peo ple 
strongly doubt tha t ind ividual home ovmership , f or the major-
ity, is the American way. 
·r o t he extent tha. t greater mobility of population 
i s felt, t he estimati on of housing demand b ecomes tha t much 
more complex . As the problem b ecomes more complex, grea ter 
becomes the need for action. The home building entrepre-
neurs must cease to be a group of shoe-string cap italists 
animated by speculative hopes. They must weld themselves in-
to an industry worthy of the name . 
1 
Goodrich, Carter and Others, "Mi gration and Economic Oppor-
tunity, n (Philadelphia , 1936), p. 672. 
-- T 0 W A R D S A S 0 L U T I 0 N --
}ffi iGHBOFBOOD PL~NNING 
Risk 
Any prograr.n or pro .sra.tns at tempting to solve the 
housing problem must of necessity recognize the need for 
neighborhood planning. 
In the discussion of land cos ts, vve noted that be-
cause of ~;peculation, an ever-increasing population, and the 
rapid shif ting of land f rom one use to another (f rom forest 
to agricultural, from agricultw~l to urban and from low val-
ue residential to high value co~rcial use) land came to 
have a potential future value as well as a present use value. 
In many cases the former rather than the latter was the more 
important element in transactions. In the discussion of c on-
struction costs, we noted that the building industry was an 
industry in name only. We saw that market analyses, orga ni-
zation, l a r ge-scale operations and planned economy were a l-
most unheard of in residential building. In ti1e discussion 
of financing costs, we learned that the risks involved 
caused mortgage money rates to be well above pure intere s t 
r a tes. In the discussion of taxation costs vve found that 
blighted areas and sl~~ districts very of ten caused the city 
greater expenditures than the city received from these areas 
Underlying all these high costs, risk ha s 
been the rnaj or ~factor. The uncertainty of what was to be--
the unpredictab le future--made risk a major contributing f ac-
tor. The result is the housing situation of today. 
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Rather than a cooper ative movement to eli.rninate 
this risk, ~i'ie in America have witnessed a competitive strug-
g le by each individual to be the "lucky one. 11 
The growth of our cities in the past has indeed 
been a jumbled one. Cities grew because irrlustries devel-
oped; and industries settled where they would. They were 
the "all important 11 factor at the time. Towns and cities 
just g rew. An orderly and planned g rowth di d not occur. 
;rhis jumbling g rowth did a nurnber of things. "In the fir st 
place, as soon as an industrial plant was built in a neigh-
borhood originally residential, the neighborhood was ruined 
for homes. Yet it was impossible for other industries to 
move in and develop the neighborhood for industrial use, be-
ca use industry needs low cost land and any land that is cut 
up into lots for houses is more difficult and expensive to 
buy than unsubdivided larrl.. The consequence was that these 
neighborhoods were left to rot. 
''In the second p lace, the cities drifted the way 
sand drifts. Instead of reconstructing areas that were 
settled early the builders of the city passed over t h em ani 
went on to develop new areas. The cities constantly spread 
out, out, and out. We find today th8.t ma.ny cities with pa s t 
rap id g rowth are laid out to take care of five to ten times 
as many people a s they can reasonably hope ever to have. nl 
1 
Homes for Workers, CNashing ton, D. C., 1937), p. 64. 
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And we have seen that high land costs, high con-
struction costs and high f inancing costs have -been partially 
due to the risk involved. And certainly our slwns and 
blighted areas have resulted from thi s risk which ha s been 
brought about by individua l planlessness. Our ugly cities 
are the re su 1 t • 
~oni~ 
Some means of eliminating or controlling this risk 
was necessary. Zon ing wa s perhaps the first at tern pt to 
force some sort of planning on communities--from a negative 
point of view to be sure--but an attempt nevertheless to 
stop the uncontrolled development which was taki~ place. 
As we have seen, this method when efficient was fine for 
growing places but did little to speed the demolition of ex-
isting obsolete structures or make it possible f or the work-
ers in general to purchase better housing Jlfor the money • 11 
To be effie ient "zoning schemes should recognize 
the present and potentia l values of property on the basis 
of their adaptability r ather than the possibility of use for 
a given purp ose. It should recognize the present a s well as 
the f uture trend of development of g iven districts; it should 
tend to stabilize values in the co1mnunity as a whole rather 
than enhance values in a g iven district; it should avoid any 
undue classification of residential districts which would 
crea te a stratification of types of dwellings accordi ng to 
their economic value; and it $hould relate such di s tricts to 
the a~enities of sanitation, play , and comfort provided by 
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the co~nunity with a view to benefiti ng the largest possible 
number of the inhabitants. 
"It is only under such a system of' zoning that val-
ues of land become stabilized and investments in land , and 
subseq uently in the construction of home s is safe . 111 
Sven at best, however, zoning ordinances and laws 
cannot control many of the things which blight neighborhoods. 
The problem is bigger than tha t of keeping some industria l-
ist from build ing and operating a glue factory in the midst 
of a district comprised largely of hornes. The bi g pro bl em 
is to bring to g ether satis f actory homes and the industrie s 
tha t will support them. 
City Planning 
The constructive side of the picture is "over-all" 
p lanning which is an at tempt to el i minate these ri s ks a t the 
beg inning. Planned subdivisions , planned neighborhood s, 
p l anned towns and cities, and mor e recently planned regions 
have been and are being attempted. 
"In the history o f city planning the name of Eben-
ezer Howard will be immortal as the father of the garden 
city. In 1 903 his efforts r e sulted i n the b eg inning s of 
Letchworth , Eng l and, about 35 miles from London, known as 
'the first g rea t modern experirnen t of city building . ' How-
a rd' s definition of a garden city expresses the i d.eals of 
1 
Aronovici, Carol, '' Housing and The Housing Problem, n 
(Chicag o, 1920) , p . 84. 
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t his n ew project: ' A g arden city is a town planned fo r i n-
dustry and h eal thy living ; of a siz e that ma kes p oss i b le a 
full me a sure of socia l life but not l a rger, surrounded by a 
per manent b elt of rural land, the whole of the land being in 
public owne rship or held i n trust by the community.' 
"Letchworth i s such a town. It is p lanned for an 
ul tirnate pop ulation of thirty thousand, but now has about 
f ifteen thousand inhabitants . I n general the to·wn is laid 
out on a circular p l a n, with a l a r ge park in the center con-
t a ining the principal public building s, and skirted b y the 
main business street. One area is d evoted to factories, and 
entirely surrounding the town is a permanent agricultural 
area. The noteworthy ch::t racteristics of Letchworth are: 
(1) It is l a r ge enough to possess the advantage s of a city, 
yet small enough to p ossess t.l-).ose of the small town. (2) It 
is largely self suff icient, ind us trially and agriculturally. 
( 3 ) The f a ct that the land is in public ovvn ership allows no 
chance for speculation and the resulting skyrocketing prices 
and conge stion. (4) Whatever increase in land values occurs 
beca use of the building of factories and shops belongs to 
the connnunity r athe r than t o real e state speculators. (5) Be-
cause the town was p lanned as a whole f rom the beginni~ , it 
is a true garden city with streets planned in harmony with 
the natural beauty . nl 
1 
Davies, ,J . Earl, 11 J ournal of the Nat i onal Education .rlssocia-
tion,11 December , 1935 , p . 294 . 
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Although we have no true gar den c i ties in this 
country , we have a tternpted similar e xperiments. 'f he City 
Housing Corporation, a limited dividend society, g uided by 
Alexander Bing of New York, Clarence i3te in and Henry Wright, 
ha s cond ucted notable exp eriments in this f ield . Swmyside 
in Queens and Radbur n in New Jersey , although n ot reaching 
low- i nco me g roup s bave had g reat i nfluence on later housing 
a nd planning i dea s in this country. Other experiments along 
this line are being conducted by the Hesettlement Adrninistra-
tion und er the Federal Government. Within the metropolita n 
area s of Wa sh ing ton, Cincinna ti and Milwaukee have b e en 
built t hr e e l a r ge "g r eenbelt" communities. " Compl e te s a t e l-
lite tmvns with municipal services, schools, shops, and 
thea tres. . • p rovid e an almo s t idea l environment fo r ab ou t 
3 ,000 familie s a nd ar e planned to g row ultimately to pe r haps 
t hre e times their present size • 11 1 
In spite of the f a ct that much ha s been writt e n on 
this subject, and altho ugh there have be en a ctual a ttempts 
made, it can :hardly be said tha t the experimenta l stage has 
been passed. With the exception of ilie d evelopment of a f ew 
p lanned "ex clusive" subdivisions, a nd the above-mentioned at-
t empts, we have li t tle evid ence of p lanned cities or even 
planned neig hborhoods in this country. Planning in this 
country ha s come as an afterthou~ht. TI:ven where p lann ing 
1 
Str a us, Nathan, 11 Curr ent History,n (Ne w York , March , 1 938) , 
p . 22 . 
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was possible, we seem to have made a "botch" of it. 'l'he 
city of :,fashing ton, D. c. is an illustration of this. Al-
though admirabl ·2 for its time a nd possessing vision f or the 
future , it somehow left loopholes. £-'s.rrow frontag e subd i vi-
sions was an early char a cteristic--this left hidden in the 
c ente r s of the large r blocks large areas poorly adapted for 
use by individuals. It also created opportunity f or the d e-
velopment of secondary dwellings at the rear of these proper-
ties. So came into existence the fam ous nalley dwelling s " 
of Wa shing ton. 
However, city planning seems to have come to stay . 
Mos t every city has fostered some scheme or is contempl a ting 
one in the near future . Sven though these have not d evel-
oped beyond the paper stage, they are nevertheless a basis 
f or s tarting . Cities a re beginning to realize that t ne hous-
ing problem is more than just a matter of teari11;:?; down old 
building s and p ut ting up new ones in their stead. It calls 
f' or more than tha t. " New houses for old and in the same 
p lace, may be too simpl e and superficial a remedy for a di s-
ease which has its causes in forces more deep, varied and 
complex than the size, cha r acter and condition of the o l d 
buildings. ul 
More and more city planning is becoming a business 
and ca lls f or trained men in this fie l d . To spend a few dol-
l a rs annually to produce a vmrkable, livable city , providing 
1 
Bettman, Alfred , r'Law and Contemp ora r y Problems, 11 (Durham, 
~\forth Carol i na , 1934 ) , p . 207 . 
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the g reatest benefit for the g rea te s t nwnber wo uld n o dou b t 
s ave millions in the future . A detailed study of the si tua -
tion i s needed. 'rh is would involve such questions as the 
following: 
1. ';\That is the present trend of popula tion? 
,., 
<::;. W'ha t i s the present trend of ind us try? 
3 . V/ha t areas are best suited. for homes? for trade? 
for industry? for civic uses ? for recreation? 
4 . lff'.nat should be the g eneral distribution of these 
areas among all the different functional uses wh ich 
will lead to a stable d evelopment of t he city (in-
cluding all its parts. ) 
5. Hov,r does pr ese nt transportation and possible future 
methods '1tie in11 with all this? 
One splendid example of a means to ward this end i s 
the already mentioned Reg ional As soc i a ti on of Cleve land . 
This indeed is proceed ing on a broad front . In a pamphlet 
p ubl ished by t h i s a ssoci a tion in J une , 1938 , it states, 11 The 
great number o:f political subdivisions in the Cleveland Re-
gion , a nd the even g reater number of governmental agencies, 
ind ica te the need of a coordina.ting reg ional agency . In 
Cuyahoga County alone there are: 
12 Cities 
42 Village s 
6 1'ovmship s 
17 Sanitary Sewe r Districts 
19 County School Districts 
23 Pl anning Commissions 
19 Boards of Zoning Appeals 
1 :Metropolitan Housing Authority and many agencies of 
the Fe deral and State go vernments , a s well as of the 
county g overnment. 
" The need of a coordina. ting regi onal ag ency i s fur -
ther ind ica ted by the l arge nu.rnber of indu s trial, co mmercia l, 
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financi a l, instituti onal, pro fe ssi onal, civic and taxpayer s 
organizations wh ich a r e v a rious ly conc erned with local or r e -
g ional affair s . n 1 
Even this more recent regional development is an 
outgrowth of wha t Ebenezer Howar d eventually hoped f or--for 
Letchworth was intended to be only a beg inning. Eis complet-
ed picture would have shovm a g rea ter London made up o f a 
c entr al city v·lith satellite co rmnunities around its edge. 
~:ach s a t e llite, or garden city, 'wva s to be sepa rated from the 
other by a b elt of op en farming land. i.~ach would be a com-
p lete socia l and economic unit within itself while a t the 
same time, by means of ro a d an d rail, help to support l a r ger 
enterpri s es of corunerce or industry f or the central city. 
Of this reg ional d evelopment, !Larle S . Dr aper and 
Tracy B. Auger, in 11 I'he Reg ional Approach to the Hous in,s 
Problem" make the follo wing statement: '' ·.ve are f acing t he 
situa tion that Howard found in England , but in a later s t age. 
~Ne a re not v1i tnessing the drift of population f rom farms to 
cities, but the results of it, results that have produced 
abomina ble housing in every city of the land and in addition 
have so ups et the economic bal ance that the fu t ure s eems to 
hold little hop e of more than partial and insuf'f ic ient live-
lihood for many of those vtlo f locked cityward during the 
past several decades. Obviously this is not a problem to be 
solved city by city or slum by s lum. I t is part of the 
1 
Reg ional Associati on of Clevel:stnd, 11 Guiding the GrovrtJ.1 of 
Cleveland ," 1938. p . 2 . 
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national economy, and as such must ·be t a ckle d on a nati onal 
scale . Because sound ao lutions will i gnore city limi t.s and 
me tropolitan areas and state lines, and d eal with peo ple and 
their relation to the land and its resources, the problem is 
1 d istinctly reg i onal in cha r a cter." 
Certainly it is true that futur·e building should 
recognize the ne ed for pre -:- planned communiti e s. The future 
must reduce the speculative f a ctors. Naturally , it is real-
ized though tha t there are few opportunities left to build a 
city "from scratch . 11 Nevertheless all housing in the future 
should consider and fa ce these problems. The cure will nei-
ther be as ea s y nor as quick as preventative pre- p l anning 
vvould have been, but it is better than nothing and it does 
hold out possibilities. 
l 
Draper , Earle S . and Aug ur, Tr a cy B., "Law and Contemporary 
Problems," (Durham , l\forth Carolina, 1934 ) , p . 171. 
COlvllVISRC IAL HOUSI NG 
Its Disabilities 
As we have seen throughout this study , commercial 
housing in our capitalistic set-up ha s not produced results 
which have b een s a tisfactory to Americans as a wh ole . \'ii th 
profit as the fundamental factor, decent housing for the low-
er-income groups has been impossible. The construction in-
dustr y and financiers have not d enied that housing condi-
tions were bad--indeed nol Their answer is frank enough--it 
s imply is not profi t e.b le to build under present conditions 
new housing for people villose incomes are so lm.r and uncer-
tain. 
Besides "low and uncertain incomes,n costs have 
been high. Many economic factors have been responsible f or 
this situation. We have seen that high land costs based on 
potential rather than actual value (and many times including 
speculative profits), high financing char~es due to t he un-
certainty and risk involved, high construction costs due to 
lack of organ ization and mechanization, and high tax rates 
tending to hinder rather than help building have all con-
tributed toward the present muddle. 
While other industries have been scrapping old ma-
chinery and installing new--making one technolog ical change 
after another--the buildi ng industry has gone alo1~ in ~he 
same old rut . It is true, of cour se, that me chanical opera-
tions have been perfected for big j obs, but for the individ-
ual small job very little machinery is use d at the present 
time--particularly in residential work. ·rhe work of' the 
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carpenter, plasterer , ro of'er, mason and painter is sti 11 a 
hand operation. Yet we have evidence on every hand that 
this is no longer necessary . It just seems tl1at the build-
i ng industry is particularly resistant to change. i?or in-
stance the paint spray has reduced the labor of painting 
over 50% but still vve see men laboriously painting by hand . 
Like al l labor-saving devices, however, it is slow to be 
adop ted because of the technolog ical unemployment which will 
result . 
Probably one of the important factors i n the i nsta-
bility of the construction industry has been its organizQ-
tion on the basis of the contracting system. " 'rhe rise and 
~rsistence of this system are due to certain problems pecul-
iar to the construction industry. In contras t to ordinary 
manufacturi ng , which is housed and utilizes a relatively per-
rr~nent labor force , a construction co mpany i s constantly mov-
ing from p lace to place and frequently from city to city 
with a consequent high degree of instability in the l abor 
force . The delivery of rrater i a l s at pro per intervals pre-
sents more d i ffi cult pro -olems in construction than in facto-
ry industries where there is some storag e space provi ded f or 
delays. The product or p roducts of man ufacturing industries 
arc fairly st&.ndardized and the process repe titive; in con-
struction most of the opera tions :have to be performed on the 
,job , the skills and techniques involved vary widely , and de -
s p ite the achievement of some degree of standardi zation re-
cently i n materials and designs the l arg e va riations in 
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conditions from job to job are unpredictabls and therefore 
offer obstacles to long time p lanning . Construction, an out-
of-door i ndustry , is more seriously affected by weather 
changes than ia manufacturing , and seasonality although not 
primarily and inevitably caused by 1,veather conditions haa 
been more ma rked in this industry than in others. In order 
to dis tribute the over-head burden of carrying a l arge un-
wie ldy organization through the l ag seasons there bas deve l-
oped a system of contra cting p eculiar to tlle industry, which 
while it di stributes the risks d ue to these uncertaint ies 
and changes , also diffuses responsibility and makes concert-
ed action for i mprovement extremely difficult. 111 
As we have noted the industry is a most disorgan-
ized one d eEpite the sweeping changes which have occurred in 
the technique and organization of most other industries . 
The construction industry today i s only slightly changed 
from the construction industry of several centuries ago . 
The home of today i-:3 still "hacked out," so to speak , on the 
spot . ''A survey made in 1 '338 discovered only :five home 
building co mpanies in tlle entire United States with capital 
of $250 ,000 or more . 11 2 
Another disabi lity of the build ing industry ha s 
been its inability to co pe with racketeers. An industry as 
poorly organized a s t.'rJ.e bui l ding industry bas found strong 
l 
2 
Haber , William, "Encyclopaedia of the Soc ia l ;:3ciences, '' 
Vol . I V. (New York , 1935), p. 266- 267 . 
Ho l den, Thomas 3., "Atlantic ~i.Jonthly, 11 (March, 1 9 38) , p . 323. 
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rackets almost too much for it. Examples of this are common. 
Charles Stevens on cites some for us--
Case histories recently unfolded by disgruntled 
union members to Safety Director Elio·t Ness of Cleveland 
stress that racketeers still achieve control of unions by 
having gorillas at elections to guarante e trJB. t the brother·s 
vote for the right candidate. Thereafter, with strikes, ter-
rorism, and building co des assisti ng them in promoting a la-
bor monopoly, they muscle in on the big money . 
\Vi th a structure half completed a strike is CF.l lled, 
ostensibly because two of nineteen unions cannot a Bree which 
should have the exclus ive right, say, to screw r adiator 
shields to the walls . Other unions walk out "in sympat:ny , 11 
and the dis p ute which ties up millions in investments Ct:innot 
be settled until the contractor pays off. Robert P . Brin-
dell collected $1,000 , 000 in two years as a strike settler. 
Skinny Iv=adden d emanded ~j;l ,000 a floor to permit construction 
of Chicago's twenty-story Insurance Exchang e, then halted 
'tflOrk at the tenth because he had received only half' his fee. 
Thes e men are part of building-trades history , but while the 
Labor Department last year wa s recording 552,741 man-days of 
labor lost through jurisdictional or sympathy strikes, Cleve -
l and was ad..rnitt i ng that dozens of its business men had been 
all but ruined and tm t it vvas virtually impossible for con-
tractors to conduct profitable operc:,_tions there because of 
the necessity of paying tribute to modern }\;laddens and Brin-
de lls. 
Interestir~ variations have been di s closed to the 
jury which convicted :Jonald A. Campbell , president of the 
painters' and business ag ent of the g laz iers' union, and 
John I1'ic Gee , head of the l a borers , and on March 8 heard them 
sentenced to from one to five years in the Ohio Penitentiary . 
The P ittsburgh Plate Glass Co ., for instance, was compelled 
to keep a ·blacklist of orders it could not f ill because Camp-
bell had n ot approved them. 1il/hen Andrew T. Christiansen, a 
contractor, vvanted glass in a building, a windov;r-cle aning 
contract first had to be given to another union in which 
Campbell was interested . Then $50 had to be g i ven because 
Campbell insisted that 'if you want to g et tl:1at glass in 
you 've g ot to pay up.' But to g et workmen to the scene ne-
cessitated $50 more a :rd. ;~300 overtime , and with the glass fi -
nally installed Campbell demanded $200 extra or the -v: ork 
done over becaus e he "didn't like it" that the moulding had 
been put up by ironworkers instead of g l aziers . The jury de-
cided that Fresident Vernon Stouffer of the Stouffer Restau-
rant Company had been blackmailed for more than a thousand 
dollars, the racket in this inst&nce taking the form of a 
threatened walkout l eaving a building windowless on the eve 
of a scheduled openin~ . Bror Anderson said he had to kick 
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in $150 be cause he wanted mirrors installed which Campbell 
had blacklisted as having been silvered by non-union labor. 
Another man received complaints because a member of his fain-
ily instead of a uni on painter was d oing his painting . A 
few days later his windows were smashed and could not b e re-
p laced unti 1 he paid :j)35 . These are a few of Cleveland sam-
ples. 
. . • Conditions of this sort became so bad t wo 
years ago in r:-ew York tha t the Associa ted Builders of King s 
County threatened to suspend $20,000,000 worth of projects 
and throw 15,000 out of vv-ork. 'rhey charg ed it was impossi-
ble to go on because sub-contractors and unions cov ering 
forty-t·wo trades had entered into compacts to compel them to 
accept rigged bids, and to institute a campaign of strikes 
against builders who balked. In no other way could they ac - 1 count for sudden 20 to 50 per cent increases in their costs. 
And because of this costs steadily mount higher 
and higher . 
Prefabrication 
The only bright spot in the picture as far as com-
mercial housing is concerned is prefabrication. It must be 
recognized though that up to the present it is hardly more 
than a myth and certainly not beyond the experimental stage. 
Pr efabrication! Put f or th by many as the solution 
of our housing problem, what p ossibilities the word has 
se emed t o hold for us during the past few years. 11 Factory 
Built Eve n to the Doorbell" has been writ ten in so many ways . 
Statements like tre following have indeed heJ.d out high 
hopes to us. 
1 
Stevenson, Charles , "Atlantic Monthly, 11 (Decemb er, 1938) , 
p . 836-837 . 
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Built complete, decorated and ready to move into, 
a full size, five -room, electrically-welded house with ga-
rage incorporated was mounted on a trailer and rolled out of 
the R . G. Le Tourneau plant at eoria, Illinois ... There 
was coal in the two-ton hopper, the furnace was going , and. 
the house was comfortably warm .1 
Prefabrication is definitely an attempt on the 
part of industry to lower construction costs by overcoming 
the disabilities of site manufacture and so reach a larg er 
market. Theoretically any part of a house, even a nail, is 
prefabricated if it is made in a factory. Practically, how-
ever, prefabrication has come to mean the 11 fabrication in 
the factory of all parts of the house in co m}:'El.ratively large 
units which a re as nearly as possible in their finished form 
and which can be easily and rapidly assembled and fast =ned 
together on the building s ite without the usual cutting a nd 
fitting . This form of construction permits the design of 
parts so tha t ful l advantag e c an be taken of the uniform 
quality resulting from rra chine production and t he economies 
of ma s s production. n 2 
" Historically, the i dea of industrially pro due ed 
dwelling s is not ne w. Leonardo • s notebook mentions the p os -
sibili ty of i'abrics.ting a house in the shop and then trans-
porting it to the site. Edison concocted a scheme of po ur-
ing a concrete house in one operation; it was not feasible 
f or large scale production, however. In 1 907 Grosvenor 
1 
2 
11 Scientific A.rner ican , " July, 1937. p. 33 . 
Shire , A. c., "The Annals of the ~\.merican Academy of Politi-
cal and Social Science," March, 1937 . p . 47 . 
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Atterbury, architect, tried to solve the problem with large 
precast panels hoisted into place by a crane. Fifteen years 
later another pioneer, Robert c. Lafferty, in associa tion 
with su·omarine-inventor Simon Lake, began producing larg e 
tr&nsportable room- cubes with thin concrete -v·~·alls, V>Ih i ch 
could b e juxtaposed to :form dwelling s t wo or three stories 
high. Several such houses built in New York City are still 
in use today. In 1928 Buc~ninster Fuller began getting 
press notices on his model of a Dymaxion House, an ingenious 
design consisting of an hexagonal structure suspended by . 
cables from a central utility mast. The full sized product 
was calculated to be light enough to permit its being trans-
ported co mplete f rom factory to site by dirigible, but the 
initial plant investment was also calculated to run i nto 
many millions of dollars and the house still remains an 
idea . "l 
Ready-cut frame houses have been on the marka t for 
yea rs. The Aladdin Company of Bay City , Michigan was one of 
the early pioneers in this f ield. But in ~ite of its cheap-
ness a nd ea se of handling , the advantages of wood for more 
complete factory fabrication have not been realized. The 
main objections to wood are: 
1. Not fireproof. 
2 . Subject to rot and ter:nites . 
3 . Subject to shrinking and warping . 
l 
Larson, ·~ . T., "Survey Graphic, " (July , 1937 ) , p . 377. 
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lthough work is bein6 done to overcome these disadvantages , 
it has not a s ye t been proven . t present, the new water-
proof p ly- wood seems to be re ceiving cons i derab l e publicity 
a nd its advocate s a re conternp l ati ne; its use on a lai'ge scale . 
And with the depre ssion carne more i deas for design. 
and pr efabricat ion . Jv:echanized industri·2 s began to regard 
housin.=: as a new f ield f or conquest. The steel i ndustry in 
particular began to experiment in s1nall ho use production--
thereby hop in$ to f'ind a nevr outlet or its products . ·1'he 
.::.. merican H.ol lin,s !·.: ill Company , f or example , has two subsid-
i aries-- the .:3 tee lox House "' nd the Insulated .St ee l ==ouse . 
Both are carry in~ on experi ents. 
Closely co nr1ec ted with the i d ea of prefaorica tion 
(and a l mo s t a part of it.) has been the search for new ma teri-
als and the be tter utiliza tion of known ones . :~xc ept f or 
the use of stee 1, there has oeen li -c tle pro6 ress 1nade i n "the 
invention a nd use of b uildins materi a l s . 3uilders a nd arc i -
tects a like have sou5ht f or new ideas , and many of them have 
been tri ed out , out a l wayo the practical builder ha s returned 
to woo d · nd br i ck . Nev ertheless manufacturers today are 
still experimenting vv'i th n ew and di fferent materi a l a in an 
endeavor to crea te new "ways and means 11 f or their roducts . 
Gl ass 
The g l a ss industry has made many a dvances and done 
much work in the f ield of advertising a nd cons u_rner education . 
Gl ass i tse l f is not new . ~~r is the use oT ~l~ss 
for housin~ particularl y new. l he use of ~lass blocKs a. __ ---
though for commercia l construction is new . Cwens- I llinois 
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Glass Company and the Pittsburgh Corning ·:::orpora tion , a sub-
sidiary formed by the Corning Glass Works , hav e been p u shing 
this work. 1!' . J. lv~c lfe il, Nianager--:alock Sales Indus tri a l 
and Structural Products Division of the Owens-Illinois Gl a ss 
Compa ny , tells in a letL..er to the writer tha t Insulux Glass 
Block is now being used thro ughou t the United 3tate s i n ev-
ery type of building construction includi ng residences, fac-
tori t~S, store f ronts, f illing stations, hospitals , a nd puo-
lie building s of all k inds. ~-: e estimates that Insulux ·3-lass 
Bloc ks have been used in some 20,000 residence s i n this coun-
try and elsewhere . Th is co mpany is advocating the use of 
c: l ass, no t only f or use with modern architecture, but i s al-
so stressing the fact that it is used equally successf ully 
with conv entional types of a rch itecture. Its size and shape 
suggest the siz e a nd shape of' window panes , vffiich, of course, 
a re us ed with every type of' a rchitecture. Insulux is be in!?; 
used in light pane ls f or: 
1. Stairwa y s 
2 . Base ments above 
g r ade 
3 . Partitions 
4 . Garage panels 
6 . Bathrooms 
6 . Sun p orches 
7. Kitchens 
8 . Solariums 
9 . Balcony railing s 
10 . Fireplaces 
21 . Around 
11. Laundries 
12 . Oriels 
13. Flower noo k s arn 
panels. 
14 . Pantrie s and closets 
15 . Conservatories 
16 . Dining room bays 
17. Rooms on busy streets 
1 8 . Nla.nt e 1 s 
19 . Terrace screens 
20 . Basement partitions 
doorway s 
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Following are so me of the advantag es of the g l a ss block: 
1. Hore day light. 
2 . Improved a pp earance. 
3 . Low maint :mance costs. 
4 . Better he a t insula tion- -aids air conditioning . __ ts 
insu~_ting value closely ap proximates that of eider-
down--best of all insulation, but co rr1IT12rcially im-
practical be cause of high cost. 
5 . Less surfac e condensation . 
)r ivacy . 
?. ~limination of unsightly views, yet with a dm ission 
of light. 
8 . Clean and sanitary . 
9 . ~ffective sound insulation . 
10 . 
11. 
.Remarkable fire resistance-- 11many fire tests have 
been conducted. Panels which were e xp ose d followed 
close ly the .4. . 3 . T . M. standa r d hea ting cw"'ve 
Cl 9- 33 and kep t we 11 above the Lew York Department 
of Labor heating curve which req uire s a rise to 
1600°F in the first thirty minutes and the Jnainter-
ance o f tha.t temperature for another lo minutes. n 
Vermin and moisture proof. 
The one bi g disadva ntag e is the high cost of these 
g lass blocks. rv::or e economies will dep end on rre.ss production. 
At presen t this expensive rre.terial ca n only be used i n high-
e r priced homes and industrial construction . 
Faust i n tT. 3olon , Vice- President and (;1-enera l Sales 
ilfia nag er o.f the Owens- I llinois Glas s Company in a radio talk 
on t he 'role do Citizens Hour Serie s (Station \~ . 3 . P . D.--
November 14 , 1935 ) had t h i s to say : 
Glass ma sonry, mos t recent of Owens-Illinois dev e l-
opments, ·oeca use of g rea t volume p otentia l s g ives pro ;ai s e of 
being one of t he more i rnporth.nt . I n the short apan of mr·e e 
r .onths, ,_ lass bu i ldi~ blocks have been utilized i n ouild -
i ngs in twenty sta tes- -of ma ny dis tinct designs i:ind f or a 
wi d e vari e t y of p ur pos e s . 
In Toledo at this moment masoi1s are layil16 b lock 
i n t he f ir s t a ll g la s s block, windowle ss buiJdi ll6 ever 
l 
Owens- I llinois Glass Company , "Modern Insulux Glass Block, " 
(Toledo, Ohio, 1 937 ) , p . 24 . 
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constructed . It will house the Packag ing Hesearch Division, 
De sign and l::ode l Shops , and oth <:~ r a ctivities of the co mpany. 
The building i s unique clso in that it will be co mpl e t e l y 
a i r cond itioned , using .:Justo p Glass r<' iber ?ilters, ded Top 
Glass I n sulati on , ani Glass Acoust ical Materi a l--another pre-
viously unmentioned us e for 'vlhich gl ass is particularly we ll 
a dap te d . 
,Jus t as the f irst all gl ass b u ildi ng is being 
reare d in Toledo, so a lso i s to b e fo und here the f irs t siz -
able installati on of glass interior ps.r titions . :<::a ch of the 
six floors of the l arge J h i o Buildi ng , now occup ie d b y Owen s -
I llinois , is partitioned into private offices and l.s.r6 c. r 
areas by 11alls oi, translucent Glass Block. Yo u see, w-e oe-
lieve in Owens- I llino i s ~aas s .::.~asonry--a co m' idence :forti-
fied by our belie f as we ll in the g reo. t :Purdue 3ngineering; 
Laboratories whose exhaustive te.::ots fully substantiate every 
cla:i.rn made for the new gl a .3s buildi ng bloc k . 
Than glass--no rna teria l exists uvhich is c..t one e so 
s trong and durab le--so i mpervious to the ravages of t i me or 
e lements --so resistant to the action of a cids , alkalis , or 
moisture --so sanite:ry and clea n--so honest, fo r it conceals 
nothin0 of its contents--so versa tile, f or it can be shaped 
into innumerable pa t terns and forms , and lends itself to use 
in thousands of d if f erent ways . 
!ro doubt b ut this g l as s b lock , wh ich even at present is 
handled as a regular stock iteHl b y several hund r ed e;l:tss j ob-
bers and buildi ng m:t. terial d ea l ers in this country , vlill 
bear ca reful wat ching . ;l'h is ap r:arently is not only a very 
s a tisfa ctory buildincS rna t eria l but one which may have within 
its p o 2sibilities the means of solv i ng the transportation 
~)rob lera which is s o i mp ortant i n p refabrication c:md ma ::;;s pro -
duction . 
In my op inion this \V'lll p l ay an i nc reasi%1Y impor-
tant part i n both the aest.he ti c and practical prog re s s of 
securing be tter, more l ivabl e homes for mankind . 
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Concrete 
Li ke the 6 l as s industry , t h e ce~ent industry has 
been conducti1~ n wnerous exp eriments in its line a nd ha s 
been do i ng much in the f ield of rese a rch . Li ke gl aso, too, 
tie cos t is h i gh --much too high to bring the cost of con-
struction to a level wh ic h vli ll rnake i t poss i ble f or the 
small wag e earner to e i ther own a hom: of his own or r e nt a 
satisfactory one built of tll i s material from others . For 
the person \~lO can a fford to pay f or it , h owever , co ncrete 
off ers itself as another material to the prospective home 
ovmer . I t a lso furn ishes itself a s another material c apable 
of greater f uture p os sibilit i es . 
Stro ng arguments for the use of concrete are i ts 
"firesaf e'' characteristic and its long-time life val ue . 
This materia l is particularl y adapted to modern architectur-
al i de as--mass f orm of materials. Low maintenance costs and 
low insurance r a tes ar e otllt:!r a dvantag es . 
Cotton 
Strange b ut true , cotton has b een sug6ested as a 
bui l d i ng' mater i a l. Dr. C. T. l':Iurche s on, Presid ent or the 
Cotton Tex tile I nstitute of Hew l ork City said for a press 
bulletin i n Aug usta , Georg i a on Apri l 29 , 1 :38 , that Ameri-
cans may so on be livi ng in cotton h ouses. 11 .Research workers 
i n the near future will announce a prefa bricated home vvi th 
cot t.on cloth, bo t.h ins i d e and out. • • h ouses would be of 
consider ably le ss cost than p resent construction exp enses 
for h ouses of e qua l size , co nvenience a nd beauty. The cloth 
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i n t h e new home s will ·be on p l J1-vood with a steel base. The 
cotton cloth wi ll be l am i nat ed t o the p l ywood . 1he cotton 
house will have ever y co nv enienc e of a modern home and will 
not interfer e with eithe r t he moder-n he ating sys tems or air 
cond itioning . Th e entire house, i ncludi ng f loor s , vvill be 
c overed wi th the cotto n , especially wove n and treated for 
t he purp ose . 11 Pl ans have al r ea dy b een dra·wn up and t wo ex-
p ·2rimenta l house s are b eing erected. ~\gain the :fu ture i s 
f u ll of pos sib ili ties . 
lv1a te r i a l s such as the ones so briefl y ment ione d , 
alon.:5 with other p l a stics and s ynthe tic products are a wait-
ing use for home c onstruction . They have a lready prov ed 
their worth in other technic a l f i e l ds , but their cornbinc: .. t ion 
, ,i th a r ational co nstruction sys tem for i mprov ed a ni s i mpli-
f ied build i ng ha s only jus t beg un . 
As a s upp l ement t o ''The Ev o l vi ng House , ,; ,John Bur-
cha r d , 2nd, p r e se nts a "Survey of 2fforts to l\'iodern ize Eous -
l ng Structure . " The a uthor h i mse l f ackno•f l edg es i ts i nco rn-
p l eteness . I t is neverth eless the mos t co mprehensive sta t e-
. 
1nent of i ts k i nd . F: is a r b itra ry cla ssific ation of the many 
proposed s olutions i s--
I . Pre - cut Lumber . 
I I. Concrete Formed in Situ . nconcre t e 11 is use d i n 
its broade st s ense to cover any co nibination of aggr egate 
with a binder . As a rule the b i nd er i s ~ or tland c ement , and 
in alrr.ost all c a.se s hydraul ic cer:1ent , bu t t he cla s s i f ication 
d oes no t exc lude non- hydraulic bi nd ers . 
II I. Pre - cast Un it . Th i s division cov er s uni t s made i n 
a factory b y s ome f orm of c a sting opero. tion. l'.JOS t of t he se 
units are oi ' c oncrete , but other types are i ncl uded . 
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IV. lvietal Frames (usually of steel ) 
a . Skyscraper . rhe framing elernents are the fun-
damental load carriers , and the interven ing ffi9. terials are of 
the filler type . In g eneral the spacing is at g reater inter-
va ls than in norrr1a l wo od f raming , but on the question of 
spacing alone there is so me over- lap with b . The test is 
whe ther or not t he sys tem is of the frarne and curtain- wall 
t ype . 
b . Close - spaced . 'rhe sp&cing is more or less 
that of \ !C>Od f raming . '.rhe ma teria l s applie d are often load-
carrying in their own :ei ght , or a t least serve to stif' fen an 
otherwise light frame so tha t it can carry the loads . 
V. Pane 1. Panels are made in the factory and erected 
on the site . They may vary wid.e l y in size . There i s some 
overlap with I II . 
VI. Un itary . These are systems i n which whole rooms 
are built in the factory and shipped as units to t h e site. 
VII. Suspension . :3uch systems either employ t h e g ener-
al theory of the mast or hang the structure from an internal 
frame i n 1such a way that the e x ter i or walls need not b e load -bearing . 
Following this he de scribes bri efly the more impor-
tant of these . They nurnber 84 . Then he g ive s us a 1' lviention 
List . n It totals 124 . Ce rtc:tinly there ha s been much e xperi -
menting in this fie l d . That i t is onl y experimenta l , how-
ever , is beautiful ly summed up in one of the closing para-
gr aphs of his fore word . 3 is statement is signif' icant: urt 
would seem trlB. t no one cou l d read through the list of pro mi-
nent names and distinguished inventors appearinE: i n wl8 text 
without some sense of humility . Here is a gc.. laxy of well-
known names; ner e are the fruits of incalculable hours of 
t hought and r esearch by able men; here are ideas that seem 
l 
Burchard , ,John , 2nd , in 11 The EvolviYle"; House , n by :Semis. 
(Cambridge , 1 934) , Vol. III, Appendix , p . 333 . 
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to cover in principle almost everything that a hW11an being 
might conceive in the field of redesign of house structure ; 
here is mute evid ence of th e expenditure of thous ands , nay 
mi llions, of dollars, re p resenting the time of many bril-
liant men and the labor of many others. The tota l co s t of 
a ll the e f fort e p itomized here may well be of the order of a 
bill ion dollars. Yet, with al l this effort, all Ulis i ne:;enu-
i ty, all this expenditure, a ll the support of many vvealthy 
and well- managed cor porations, there has thus far been devel-
op ed no si 1J6le org&nization with a nation- wid e housing busi-
ness . 111 
·rh e United States Government too is playing its 
part . Recognizing the potentialities in these endeavors, it 
has set up the Technical Division of the F'e dera l Housing .. '\d -
ministration t.o accumula.te inforrtJ.ation concerning ne w devel-
omnents in dwel ling construction. Th is division maintains a 
file on n ew methods of co nstruction and welcomes data on new 
developments in this pa rticular field . Fe w methods of con-
struction are investigated b y the Technical Divi s ion to d e -
t ermine whether houses so constructed wi 11 ·oe a ccept ab l e f or 
rnortoa g e insurance insofa r as the meth od of construction is 
concerned , and rulings on such method s a r e issued by it f or 
the g uidance of its local ins uri % of i 'i ces and f or the inf or-
mation of t he buying and buildiiJ6 public. In a bulletin pub-
lished by them it states " ~ulings on ma t eria ls a s such are 
l 
Burchard, J ohn, 2nd, in "The Evolving House , 11 by Eemis. 
(Cambridge, 1 934) , Vol . III, Appendix , p . 335 . 
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not made except in a case 'INhere the mater ial has a definite 
structural f unction--such structural rna terial s are cons id-
ered principally f rom the sta ndpoint of appropria. te use. 
''No rules on any new method of construction will 
be issued by the Technical Division unless one co mplete 
structure involvi ng the new method shall have been erected 
and subjected to normal weathering and occupancy for a test 
period. Such a structure provides a p r a ctical demonstration 
of its struc t ural soundness and also provides answers to the 
many problem s of pr efabrication and erection coinciden t with 
new methods . 111 
Many experiments in this f ield are under Wi:J..Y a t 
the Mellon Institute of Industrial Research in Pittsburgh , 
Pennsy lvania, Forest Products Labora tory, lJ1~adison, Wise onsin, 
Bemis laboratories, Pierce Fo undation and Purdue University . 
Undeniab l y prefabrication offers one means of ra-
tionalizing the build ing industry . · 1:'!/i th a pproxima tely 70% 
of the cost of a home expended for construction, it is very 
easy to see that major saving s must be made in this field . 
Prefabrication, lending itself to machine producti on , would 
gain all the advantages and e conomies of mod ern mass produc-
tion . Centralized pro ducti on control wou l d be p ossib le. 
Special skills now necessary for hand lab or on the site 
woul d be eliminated . 'l'he vicious sys tem of sub-contracting 
could be done awa.y with . Labor woul d b e steadily employed 
l 
.F'edera.l Housing Administra tion, nRecent Developments i n 
Dwelling Construction," (Washington, D. c., 1 937 ) p . 6 -7. 
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and probably at a hig her annual wage. Obstructive practices 
would be reduced. Because larg e orders could be placed in 
advance, rr.a.terial prices would be lower. Acquired experi-
ence gained by efficient personnel would be accwnulated. 
Further experiments i n rna terials, etc. vmu . d be more likely. 
In spite of all the many advantag es to be derived, 
prefabrication is still in its i nfancy . The re are compara-
tively f ew prefabricated homes in the United State s. And 
A . C. Shire in "The Industri a l Or ganization of Housing : Its 
1\.~ethods a nd Costs, 11 tells us the:1. t 11 none of these have been 
completel y prefabricated--thus far mos t of the development 
has been in the shell or structural inclosure of the house. 
The mechanical parts--plumbing , heating and wiring--and even 
the exterior or interior finishes are built up on t he job i n 
the customary way . n 1 
One firm , supposedly for the erection of prefabri-
cated homes sta tes in a letter to the writer that nv:re have 
an all wood prefabricated house Which includes, as well as 
framing and sheathi ng , all exterior win:iov1s end doors, as 
well a s interior do ors hung complete with hardware. 'rhis 
house is f ully insulated . A smal l four-room story and a 
half cottage can be tuilt for under ~~3,000. We do n ot sell 
our houses direct to the public, but only to regularly estab-
lished builders who erect the basic structural parts which 
we supply. They finish the exterior and supply the interior 
1 
Shire, A. C., urrhe Annals of the American Academy of Po li-
tical and Social ::>cience, 11 I· ..1arch, 1 937 . p . 47. 
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equipment e. s desired. Thus the cost of a complet e house is 
very largely determined by the builder. 11 
From this it is very evident tm t a wholly prefab-
ricated hous e r..as not been attained by this company . It is 
intere ,; ting to note too that t he cost is too high to meet 
the potential d emand which we have mentioned and also that 
this cost is lar~ely dependent upon the individual builder . 
The obstacles conf ronting prefabrication are many. 
1. Practically a ll of them depend for economy up on ILass 
production . 'i!hen this cannot be attaine d , they prove more 
expensive ti1an ordinary methods. 
2 . Some sections of the buil ding industry are very defi-
nitely against this en deavor. 'They are, of' course, afra id 
for the'ir own success and a lso because of the technological 
changes which wou l d ensue. Craft distinctions no w existing 
in the building trades would be broken do wn and many of the 
men now engaged in building construction would have to look 
to the factories for employment. 
3 . Lending institutions are not particularly willing to 
risk their funds in something which i s so decidedly an exper-
iment. 
4 . ~<'nvironmental factors of a house cannot be pro duced 
on an assembl y line. 
6 . Present day building codes are too restrictive. In 
many places n ew ill9. terials and new methods of construction 
are not quickly recognized. 
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6 . Fr e i gh t r a t es would be enormous . 
7 . Last , but no t leas t-- Cons umer Re s is tanc e . 
c. Theo dor e La rso n in 11 Pac kag ed Home s " say s that 
"rec ent a rriv als i n t he field have a ttempt e d to concea l 
s t r uc t ural i nnova tions ~~th s urfa c e vene ers t o g ive t h e a p -
pearanc e of traditi ona l arch itecture. Gunn ison ' s Nla tic 
Eome s i n Louisvil l e, cons i s ti ng of q uic kly a s sembled p l yv1ood 
pane l s , have p itch ed roofs a nd a dornments wh ich make the111 i n -
di s tinguis he."ble from othe r small cottages. nl 
Prefabricat i ng co mpanies mus t educa te peo pl e t o 
s tandardiz a tion in design--simiL:ir to t h e ca se of automo-
biles . 
Assuming that prefa brica tion can meet and surmount 
all t hese dif f iculties, it so lves only one part of the h ous-
ing problem--tha t of h i gh co nstruction costs . I t doe s n oth-
ing t o s olve · the pro b lems of h i gh l a nd co s ts or tax r ate s or 
h i gh f i nancing cos ts ( though no doubt wi th t he elimi nat ion 
of s ome of t he risk involved a t pr e s e nt, thi s wou l d b e lower. ) 
Neither d oes it solve the problem of well-plan ned commun i-
ties wi th s tabl e v a lue s nor the problem of provid i ng so me 
ba s i s f or t he more r a p i d r ep lacement of poor dwel l i ng s a l-
ready i n existence. 
Although pre f abrication i s g ene rally a cc epted a s 
a s ound production princi p l e , t he i dea tha t a mir a cle will 
1 
Lar s on , C. 'rheodor e , 11 Surve y 3r aphic, 11 (July , 1 937 ) , p . 4 7. 
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be wrought overnight is no long er believed. The pr efabricat-
ed house t hat ·wi 11 solve q uickly the housing pro blem has not 
yet arrived. Our conclusion for this attempt at solution 
can only b e that in this field of endeavor potentiality rath-
er than accomplishment is ·the significant fact. 
COOPEPJ;.'T IVE HOUSI NG 
Cooperati·ve housing societies, forming an i mpor-
tant phase of the cooperative movement, have been responsi -
ble for much construction abroad . 'rhis has not been so, how-
ever , in the United States . ':i'he movement, beg un in 1 916 by 
some Finnish people, has shown very little progress. In 
1929 there were only 45 cooperative housing societies in the 
country. In Nove mber, 1937, the "Monthly Labor Review" puts 
the number at 48. 1,he reason? Well--Louis Pink in "The New 
Day in Housing" puts it this way: "Cooperation thrives 
where wages are low and the struggle for existence is keen. 
We with our g reat natural resources, have been too fortuna te 
--and too c areless. Yife are too individualistic, too hasty, 
too impatient of time--we vmnt quick action and immed i a t e re-
sults. The success of the co opera tive movement is built on 
patience, loyalty, slow but steady g rowth."1 Ho doubt this 
is true--as most author it ie s a g ree. 
Wha t little prog ress there has been in this f ield 
of housing has been made by workers in trades Vfhere competi-
tion was exceptionally keen. These people also have been 
larg ely of foreign extraction. Perhaps, because of this, 
they have been better able to cope with and make a success 
of projects of this nature. The most notable example in 
this field, and incidentally a very sue ce s sful example, is 
the cooperative project of the Amalgarnated Clothing Workers 
of America . This group of workers, with the financial 
1 
Pink, Louis H., "The l·ew Da y in Housing ," (Ne w York, 1 928) , 
P • 159 . 
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assistance of their labor organization have built an enter-
prise worthy of the name of all cooperatives. Beg un in 1 926, 
the fir s t group containing 303 apartments was ready. In 
1928 and 1929 , 208 more apartments were added. And in 1 830 
a third development built on the lower e a st side of Kew York 
brought the total number of apartments up to 629. Although 
not reaching the very low-income classes of our population, 
these apartments have reduced rents for a certain group who 
prior to this were paying "excessive 11 rents. By pooling re-
sources, eliminating profit and speculation, they have pro-
vided modern up-to-date apartments, uti 1izing only 50% of 
the land, at an average monthly rental of :~11. per room • 
.An investig ation here of the principles involved 
in a movement of this kin:l wi 11 be most helpful. Let us see 
what is tack of all this and how it is related to t.he \afuole 
field of housing . In "Organization and Mana ge rnent of Cooper-
ative Associations," the following "cooperative princi ples" 
to which all true cooperative associations should corlform 
are laid down. 
1. Democratic control; one vote only for each rneniber re-
gardless of the amount of stock owned . Responsibility for 
administration to rest wl th the board of directors elected 
by the owners . This means decentralized control for pur-
poses of democracy and centralized adrn inis tration for pur-
poses of efficiency. 
2 . Invested capital to receive fixed interest not to ex-
ceed the current legal rate. 
3. Legal ownership of the property to remain vested in 
the association. 
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4. Shares in the association's capital stock to be non-
transferable excep t with the consent of three-fourths of the 
members of the association, and not to be transferred for 
profit. 
5. Surplus savin6 s accruing f ro m tl~e associati on 's oper-
ations, which are not used for expansion or collective pur-
poses, to be returned to the tenant-members as savings re-
turns in1proportion to the amount of their patronage or rent-al paid. 
Typical deviations from standard coopera tive prac-
tices are also listed : 
1. Some societies. • • build cooperatively but sell 
homes or apart.rnents outright, g iving title to the property 
owner. Such a policy perpetuates private o"llvnership and al-
lows individual sale of the home at a profit. Obviously it 
encourages speculation, promotes instability of residence, 
and destroys the coopera tive aspects of the enterprise. 
2. Some societies do not give title to t he property but 
nevertheless allo '<~.r members to sell their shares to the pub-
lic at their ovm valuation. This also makes speculation not 
only possible but inevitable. Ultimately the cooperative 
p lan is destroyed. 
3. Some soci e ties ovm the land coope rat ively but give 
the individuals a 99-year lease on v\ihich they may build 
their ovm homes, and sell them a t their ovm price. 
4. Some allow voting by shares instead of limiting the 
vote to one per member . In such case ownership of property 
de termines control. 
5 . Some associations observe all other rules of coopera-
tion except that they permit members to sublet a t a profit 
which they are perrnitted to keep. Houses have been complete-
ly emptied of owner members because of this policy. 
6 . .Some societies rent as many as half of their dwell-
ing s to non-members at a profit which they apply to the re-
duction of the members' rent. 
7. Sorr~ accept philanthropic g rants or funds from civic 
bodies and permit the g ran·tors to control and administer the 
property. 2 
1 
2 
United Stat e s Der:artment of Labor, "Organization and Manage -
ment of Co operative Associations, :! (1'fash ington, D. c., 
1934)' p . 4 . 
Ibid. p . 4-5. 
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When an individual becomes a rneniber of a cooper·a-
tive housing a ssociation, he "subscribes for a certain 
amount of cap ital stock in the association estimated as cov-
ering the cost of the a partment or dwelling he will occupy . 
Thi s total cost is arrived a t after considera tion of a num-
ber of f 'a ctors; the total cost of l and , buildi ng , and other 
expenses therewith are taken as a basis , and the cost of 
each dwe lling is deterrn ined according to the nwnber of rooms, 
floor space , location, and other points of advantage or dis-
advantage . The cost figure so arrived at for each i nd ividu-
al apartment is the price vvh ich the prospective tenant mu s t 
pay and the am ount for which he must subscribe stock in the 
association . The stock can be paid for either as a Vift:1ole or 
in installments, according to the requirements of the by-
laws. 
II 
• • IV1onthl y Payments--after the member takes 
possess ion of his dwelling he pays as "rentn e a ch month a 
certain amount mich is calcula-ted to cover h is proportion-
ate share of such items as taxes, insurance, the g eneral up-
kee p of the w ilding (repairs, improvements, janitor service) , 
fuel, payments on the mortgage or mortgages , etc . I n some 
cases the members adopt the po licy of making these monthly 
payments large enough to cover unexpected expenses, building 
up a little surplus for this a nd other purposes. In others 
such expenses are met as they arise, through a pro rata as-
sessment on al l the tenant members. 111 
1 
U. S . Department of Labor, 11 Monthly Labor Revie-vt , r: ( 1vashing-
ton, D. c., november, 1~37) , p . 1151-1152 . 
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1Viany advantag es may be derived from this type of 
development. In the first p lace, speculation is eliminat.ed 
and excess profits go to the shareholders . I say 11 excess 
profits,n because it must be realized that a fair profit is 
paid for "services rendered." 'fhese services must be per-
formed--either by an outsider or by the shareholders them-
selves . Secondly, large sca le construction brings lower pur-
chase and construction costs. In the third place , there is 
a tendency for rents or monthly charges to decrease as carry-
ing charg es are reduced and organization and methods become 
established . A. fourth advantage is derived from the fact 
that legal ownership of all apartments resides iYl the 8. Ssoci-
ation. Because of this it i s possible to p lace the well-
being of the entire project a -oove all other aims . The long-
time gains are not sacrificed in favor o f short-time ones. 
Abra.ham E . Kazan in 11 Coopera tive Housing in the 
United States11 believes the follmving to be the social and 
psy cholog ical a dvantag es vvhich are derived by the sharehold-
ers in a cooperative housilli~ society: 
1. Cooperative housing aims to build homes for its mem-
bers, not ap artments for speculation or profit . 
2 . Cooperative housing engages the intere .st of the !llern-
ber by i mposirg upon hin1 the responsibilities of part own er-
ship of the development in which he lives. He understands 
that success or failure depends up on him. 
3 . By virtue of their common interest in the enterprise, 
cooperative housing creates a close bond among the occupants, 
even if the society is not a homogeneous g roup at the start. 
4 . Cooperation makes of the tenant a se l f - respecting 
citizen who has solved his housing problem through his ovm 
in i tiative . Self- reliance rather than helpless dependence 
is thus encourag ed . 
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5 . The democratic form of administration inherent in a 
cooperative enterprise off ers th e tenant cooperator a liber-
al education on how to care for his ovm needs. It also 
helps to develop his idea of self - g overnment. 
6 . Co operative housing req ui1es no subsidies and cannot 
become a burden to the community. 
Like all other ventures, this movement also h a s 
its disadvantages. The f ollowing statement is made by Ira 
s. Robbins: ttThe aura of harmony which usua lly surrounds co-
operative ventures is sometimes spoiled by interna l personal 
and fact ional disputes . Though the tenants are theoretical-
ly the manag ers of t.heir own project, they in fact must ap-
point a manager , and management problems of the tenant and 
l andlord v a riety arise . In any other type of relationship 
the decisions of t h e management are firJal, but in co ope ra-
tives they may be the subject of prolonged disputes. ~ ·l&tur-
ally, these incidents are not publ ished. 
" I1~oreover this form of ownership is extremely un-
liquid. When a tenant-shareholder moves from his apartn1ent, 
volunta rily or involuntarily, he usually desires to s ell h is 
stock, because it is a non-dividend-paying investment . Cor-
porations can only repurchase their own stock out of surplus, 
a nd in several c a ses which arose during the d epression, the 
c orporations had no surp lus. Even if there is a surplus, 
the shareholder does not ob tain the retu.rn of the full 
amount of orig inal investment, but r a ther its warket value. 
If the corporation is unable to repurcha s e the stock, the 
l 
Kazan, Abraham S ., "The Annals o f the Ame rican Academy of 
Political and Social Science , 11 May, 1 937. p. 141. 
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shareholder then tries to sell it to someone who wants ~n 
apartment in the project . His position is now similar to 
that of a home owner who desires to sell, except that the 
number of prospective purchasers is limited .u1 
There we have the story of cooperatives. Undenia-
bly this is a fine, splendid attempt towards a solution--one 
worthy of more thought and attention--but, nevertheless, 
working under handicaps \~ich , in my opinion , will prevent 
this type of home ownership from solving the housing problem. 
Cooperatives are not only confronted with the same problems 
which other housing movements meet--namely 
1. High land values. 
2 . High construction costs . 
3 . Large i nvestment which is necessary . 
4 . Lack of credit necessary for construction. 
5. Large and stable n~rket for the finished home , 
if the owner later desi res to sell. 
6 . High financing costs. 
but they are also co nf ronted vdth probl ems peculiar to coop-
eratives alone . These are 
1. Lack of knowledge and understanding of the coopera-
tive i dea . 
2. Di fficulty of f orming homogeneous groups in large 
cities where this type of housing should f ind a 
ferti le f ield . 
I believe that co opera. tives solve only a few of 
the many angle s of the housing problem. 'rhey do eliminate 
"excess profits , " undue waste , and speculation. They do ob-
tain in some cases the benefits from large scale construe-
tion . But they really do very little in tbemse lve .s to meet 
1 
Robbins, Ira S., "The Annal s of the American Academy of Poli-
tical an d Social Science ," .l'IIarch, 1937, p. 112 . 
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the other economic factor s invo lved--lanri , t' inanc ing , con-
struction co~ts , p opula tion control , t axation, politics , re-
g i onal deve lopment, sll1.'1l clearance, reha-oilitation of blight-
ed areas, and the like. 
I f the entire country was a cooperat ive country, 
it vvo uld be a different matter. But to p1L1.ce a few coopera-
tives, here and there, in the mi ds t of a cap italisti c coun-
try will never truly solve the pro blern . If the e stC:ioli sh-
ment of the se cooperat ive s should lead to the questioning 
of the ec onomi c order that has p roduced such a situation and 
eventually to a cooperative countr,y , then perhaps the answer 
would be d iff erent . Meanwhile , they are aidi % a few , out 
in reality doin.s little to clear up the whole matter . 
L I IVliTED DIVI D8ND CmkPA~HES 
Althou,5h limited dividend comp anies have p l ayed an 
insignificant part in supplying l ow-cost housing , the ~' never-
theless deserve attention and considera tion . They have , at 
l east , been something t<:~ng i ble in the fiel d and have, at 
lea st, tried to help . They have come into prominence recent-
l y because of s tate and federal l aws which have atterr1pted to 
use these companies as a means of producing lower cost hous-
ing . 
Originally limited dividend companies came into ex-
istence to demonstrate that the a ttainment of decent housing 
accommodations , at low rentals, could be provided . They al-
so desired to establish someth i ng better t han the typical 
landlord-tenant rela tionship which ordinarily exists. 
Charles 1.< ... . Lewis in r!An I nvestment Approach to 
Housing 11 states '' the theory of t he limited dividend company 
is essentially this: that if the builder of' a larg e-sc a le 
housing deve lopment is willing to treat h i s pr operty as an 
inve s t ment and be content with an investment yield, it will 
p rove a sound investment and provid e an adequate :iependable 
investment r eturn. 1.Ioreover, this is not a theory any long -
er, but est&blished fact . 'The only dark spots in lirni ted 
d ividend experiences have been due to speculative procedure 
on the part of limited dividend companies . ~,'.hen limited div-
idend compani e s have treated their properties as an invest-
ment and have been content to oper a te them on a long -term 
rental basis, the y have be en unif ormly successful. . . for 
y ea rs a fev; hi ghly successfu l limited dividend companies 
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have been crying t he ir message in the spe culat i ve wi lderness . 
A few months ag o 11 T'he Architectural ii'orum" pu-bl ished its 
"Li mited Divid end :Roll Call, " showing that from Boston in 
1 871 to Pi t tsburgh in 1934 , the limited dividend gospel had 
been not merely prea ched, but practiced successfully."1 
At present there are fo ur types of limited d ivi-
dend corporations. All are an outgrowth of Typ e I which is 
t he original. These types are : 
1. Corporations which voluntarily limit the r e t urn on 
the investment of their stockholders, but otherwise are not 
restricted in t he ir policies or activities by charter or by 
law any more t han a ny ordinary real estate corporation. The 
City and Suburban Homes Company and the former City Housing 
Corporation are examp les of this type. 
2 . Corporations which are subject to provisions of a 
special state law and the supervision of a state board of 
housing . 'l'his supervision includes approval of the :forma-
tion of the corporation, t he a mount of equity invested , s ite, 
p l a ns a nd specifications, rents, amount of return on bonds 
and stoc k , sale of the property, and to some extent the in-
come group which occupy the dwellings . Examp l es of t h is 
type are 'rhe Academy Housing Corporation, Brooklyn Garden 
Apartments , Inc ., Farband Housing Corporation, Amalgamated 
Dwellings, Inc. and Amalgamate d Hous ing Corporation. All 
t he se corporations a r e organized under the State fious ing Law 
of New York and are under the supervision of the :i~ ew York 
State Boa r d of Eousing . The three l ast named are coopera-
tives. 
3 . Corporations similar to those describ ed under (2 ), 
but which have received mortgage loans from the Reconstruc -
tion F inance Corporation or from the Housing Division of the 
Public Works Administration, instead of' f rom private lending 
institutions. These projects are subject not only to t he 
provisions of the State Rousing Law and the supervision of 
the State Board of Housing in New York, but also, a s long a s 
the g overnment mortgage is unpaid, to t he supervision and 
rules and regulations of the governmental mortgagee. The 
Hillside, :i.'Cnickerbocker Village, and Boulevard Gardens pro-
jects, in lifew York , are of thi s type. 
1 
Lewis, Charles F ., "The Anna l s of the American Academy of 
Political and Social Science, 11 March , 1937, p . 19 . 
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4 . Cor por ations which have received mortgage loans from 
the Hous ing Division of the Fublic 'Jorks ' dministration, 
such a s the Carl lViackley project in Phi ladelphia; or whose 
mortgages ar e gUC:.t.ranteed by the F'ederal Eousing ,:,.dffiinistra-
tion, such as t he Chester Crest project in ':.festchester Coun-
ty, ~ew York. The se corpora tions are not subj ect to any spe-
cial state law, but as long as the mortgage rermins outstand-
in0 , they are subject to t he rules and regulations of the 
Eousing Division or of the .L'ederal Housing A-dministrat ion, 
respectively.l 
Types 2, 3 , and 4, as listed above, can better be 
discussed along with the governmenta l plan of housing . · 'ype 
#1, however , is a true limited d ividend corporation and one 
that is not "tied in" with federal, state or other plans for 
i mprovement . 
Some of these limited dividend sociaies have been 
mainly philanthropic. Others have been largely investme nt. 
·rhe operation and maintenance of these projects, i rrespec -
tive of type, has been of an unusually high order. 
Cl der companies did little in the experimental 
f ield . Their prob lent was to relieve the then present condi-
tions and "clean up " the tenements. Later developments d i d 
some work toward modernizing housing . This in part did much 
toward keeping costs up rather than lowering them, ·but it 
did g ive to the class who could afford t hem more housine; val-
ue for the money. 
The :·rashington Sanitary Housing Company in 1904 
did notable wor k in this f ield. This company wa s a d irect 
outgrowth of the '!lashington Sanitary Improvement Company 
1 
Robbins, Ira S . , 11The ~nnals of the American .-\ cademy oi' 
Po1i tical and Social Science, 11 March, 1937, p. 112-113. 
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which had been in existence since 1897 . The latter company 
limited dividends to 5% at the start, but in 1923, they were 
raised to 6%. The ~i!ashington Sanitary Housing Company under 
the leadershi p of General Sternberg limited dividends t o 4 ';:J . 
The object of the ne vv company in the lang UB.g e of General 
3ternberg vas "to build sanitary houses for a deserving 
cla ss of our populat ion which ca~Dot afford to pay the rent-
als of from .:p l4. to ;$22. pe r month, which the better class 
wage-e arners pay for t he f lats of the Washington Sanitary 
Improvement Company. To bring the rentals within the reach 
of this class, it i s necessary to build on cheaper land , and 
to l eave out certain f eatures (bay windows , cellars), which 
a dd to the expense of construction. It is not proposed to 
p rovide for the i d le a nd the dissolute, and only tho s e who 
pay their rents and take reasonable care of the apartments 
will be r etained as tenants. The dividend s are limited to 
four per cent, but the rentals a re placed at such a figure 
as to insure a four per cent divid end and a surplus f und of 
two per cent per annum after paying all expenses . 'l'he dif -
ference between four and f ive per cent in d ividends g oe s to 
the benefit of the tenant, and enables the company to esta b-
lish the lowest possible rentals. The company is practical-
ly under the same management and will have the benefit of 
the experience gained in conducting the business of the Wash-
ington Sanitary Improvement Company. ul 
l 
Kober, George M. , M. D., 11 The History and Development of 
the Housing IVfovement in the City of VJashington, D. C. " , 
(Washington, D. c., 1927), p. 75. 
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It is interesting to note that in 1911 the divi-
dend r a te f or this company was also chang ed . The dividend 
payment was increa sed from 4% to 5%. 
A more 1nodern co mpany, The City Housing Corpora-
tion in Hew York, has also done a fine piece of work in this 
field. Catherine Bauer in "Modern Housing for America? " 
tells tha t this company "conducted two important experiments 
in community planning which, although they did not reach be-
low the top income third (her division of incomes) have had 
great influence on subsequent housing a nd p lanning ideas (if 
not on much visible accomplishment) throughout the country. 
Sunnyside in Queens shovvs what compr ehensive planning can 
achieve by way of increased livin.=; a.menity even within an 
old-fashioned gridiron street layout . And Radburn, Hew Jer-
sey, is the first American attempt to build a complete pre -
p lanned community on English Garden City principles. Here 
the i dea of the super-block, vvi th indente d dead- end stre ets, 
as used in ordinary practi~e i n English housing , was carried 
one step farthar to accommodate that particul<.u· A.rnerican con-
d ition , t he automobile. All the houses face inward on con-
tinuous parks, traversed by footways entirely separated f rom 
the stree ts . Under- passes link one super-block to the other, 
and it is possible to go from any house to school or shop s 
without crossing a street."l 
1 
Bauer, Catherine, "Modern Housing for America?", (New York , 
1 934), p . 239 . 
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The limited d ividend company has not made much 
progress. The l a r ge outlay of capital, plus the responsi-
bility attached to the opera tion of housing projects, has 
not attracted the 6 eneral public. Nevertheless, they have 
p l ayed their part and per haps some of their experiments will 
yet bear f ruit. Their vw rk has all been toward the end to 
be achieved. 
Again, a s in the case of the cooperatives, I do 
not believe that limited dividend COli1panies furnish the mag -
ic key which will automatically solve the housing problem. 
They too have faced a nd solved only a f ew of' the many fac -
tors involved i n this problem. They too have done away with 
''excess profits, 11 undue waste a nd specul a tive prof its. They 
too have gained f rom large-scale construction. But like the 
cooperatives, they have done little tmvard "pulling up by 
the roots 11 many of the othe r obstacle s facing us. 
The housing pro.blem is bigger than the f i e l d of 
either cooperative or limited d ividend COi<lpanies. In my 
op inion, the most they can do is help . A few more experi-
ments perhaps--better housing for certain groups-- the slow 
up-building of publi c opinion and i nterest, and the se tting 
of s t andards . Tha t is their work and their part in the pl an. 
COMPANY TmVIIJS 
For better or for worse industria l or con1pa.ny hous -
ing ha s reached s i gnificant pro portions in some localities 
i n the United States. 'rhe most notable instanc es a re the 
mill village s of the southern cotton manufacturing centers 
and the mining towns, but it is a lso met with in nearly ev-
ery important industry . Horace B. Davis i n " The Enc yclopae-
d ia of t he Soc i a l Sciences" define s a co1mnuni ty as a company 
town "when it i s i nhab ited solely or c hiefly by the employ-
ees of a s ingl e company or g roup o f companies which also m'm 
a substantia l part of the rea l esta te a nd house s . Suc h a 
community is t ypically unincorp orated; it rna.y , ho wever , be 
part of a larger , i n c orporated municipality or it may be a 
separate, i ncorp ora ted town ." He goes on to ''estimate tha t 
the total number of people living i n company towns is proba-
bly i n excess of two million, and if' dwellers i n company 
camps and far m tenants work ing under the d i r ection of' an 
overseer were included this f' i .sure would have t o be §;rea tly 
increased. 111 
,Just as there have been many companies i nte r ested 
in housing f or their emp loyees, s o there have be G:n just a s 
many re a sons f or establishing company towns. Some company 
towns were est a blished beca use factories were loca t ed i n 
s mall towns which could not of themselves supply dwellings. 
I n some cas e s , the p l ant was esta bli shed ''in the hills, 11 so 
1 
Davis, Horace B., ''The Encyclo paedi a of the Social Sciences, 11 
Vol. IV , (New York , 1 935) , p . 118 . 
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to speak , and it became the task of the employer to create 
an entire community. This is true in particular of the min-
ing companies. Before the advent of the automobile, t he iso-
l a tion of the ordinary mining town, its dependence on t he 
one industry, u lus the shifting character of the l abor fo rce, 
almost forced this problem on the mine owners. In other 
cases, a genuinely phi lanthropic attitude on the part of em-
ployers gave the i mpetus for company housing. The Pullman 
experiment, which dates from 1881 is an example of this. 
This tovm, however, in spite of its many admirable f eatures 
was a failure . 11 Its fa ult was excessive raternalisrn. The 
tovm was created for and by the Pullman Palace Car Company , 
which laid out the stre e ts, sewers, water mains , all of the 
best qua lity , planted tre es, and built houses, schools, li-
braries, churches, shops, etc. No saloons were allowed. 
Three-story teneraents were built with three - and four-room 
apartments , renting f or $8 and ~$9 . 'rhere were single-fami ly 
houses renting from i~l5 to ~)50. All rooms were light and 
every apartment contained a toilet. Th e ullman emyloyees 
objected to the restrictions, oojected to the paternalism, 
objected to eat ing , s l eep ing , going to s chool and to church 
with the co mpany a s well as working for it and f elt the in-
evitable check on the development of trade unionism and self-
help . Lir. Pullman felt that hia employees were ungrate f ul 
for the many substantial benefits conferred . The experiment 
vvas the subject of the most fervent encomiums and the most 
bitter attacks. 'l'en or t we lve years ago it was dis covered 
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tha t the company cha rter d id not permit it to own houses, 
and the property was all sold . The town of ? ullman 1~d pre -
viously been incorporated in the city of Chicago . 111 Later 
the purpose of the company town was to a ttract, hold and con-
trol labor. 
Systems of ovmership , however, may be easily cla ss-
if i ed as follo ws : 
1. Either the company or a special subsidiary of it 
maintains exclusive mmership of the houses a nd improvements . 
2. The ovvnership of the house passes into possession of' 
the worke r. This i 0 usually done by means of some coopera-
tive sale s agreement , either Vl ith or without the f inancial 
assistance of the company. 
3 . Sometimes the hou s es a r e mm.ed cooperatively by the 
tenant and l andlord by means of some cooperating corporation . 
Ordinarily a company town is no t operated for prof-
it. Rents a s a whole a re lower than comparative rents . In-
cidentally though wages too are usually lower and henc e the 
low rent is economically speakin5 a part o£' the "real 11 in-
come of the wage earner. 
A few company tovms have been very successful . In 
n ost of these the personal element of mana_gement has loomed 
large. .-3 ome of the more successful one s, however, have been 
only for the salaried members of the p l ant and have done lit-
th~ to solve the problem for the unskilled wage earner . l<'or 
examp le the Goodyear Tire a nd nubber Company at Akron , Ohio, 
has i ncorporated a suosidiary company 1' ;rhe Goodyear Heights 
1 
'.'J'ood , :J r. 'f!:dith Slmer, 11 'l'he Housing of the Unskilled \/age 
~arner, !t (Ne w York , 1 319) , p . 116 . 
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Real ty Co. 11 and "of a hundred- acre tract adjoining Al<:ron 
have developed t went y- e i gh t acre s on approved gar den suouro 
lines. Th is par t of the work was done by .. Jarren H. l'J~anning , 
the l andscape architect , the houses beint5 designed by ,,iann 
and Eac l'Te ille . The tra ct i s h illy and contains a l ake and 
many trees . Par ks and p l ayground s are b eing reserved . The 
house s are very attra ct ive, s uos t antially bu ilt (usually 
brick or stucco) , conta ining f rom f ive to ei ght rooms , with 
a ll i mprove ments,--water, ga s, electricity, hot a ir furnaces 
a nd bath . Two hundred and fifty- one had been built to u-
6 USt 1, 1915 . 
"The aim of the company i s to sell t o i ts ellploy-
ees a t cos t, but t h i s liberality is limited to those who at-
tain a prescribed degre e of permanence . For the f i rst f ive 
y ea rs payments a re made on a bas i s of cost plus 25 pe r cent . 
I f , a t the end of f ive years, the bemi-monthly payments have 
been promptly made a nd the purchaser i s still employ ed. oy 
the company , he i s credited with this excess amount and pay-
ments for the remai nin.g ten years are made on a cost basis. 
(This plan is , of course , in f r ank conflict with t he pr inci -
p le of mobi lity of l abo r.) Lots range from :~ 240 to ;-[)760 , 
a verag i ng about ~~500 (ave rage size bO by 100 fe et). House s 
va r y i n cost from $1 , 800 to $2 ,500 . Rubber workers a re of a 
c l a s s i ntermedia te betwee n mechani cs a nd unskilled worke rs. 
The Goodyear Company i n f illing out the na tional Housing As -
sociation questionnaire in 1916 , p l a ce d t he i r averag e wa6 es 
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at $22, and said that the paymant.s on their houses averag e 
33 per cent of their income, an extreme ly high pro portion .lll 
Others ha ve been f r a nkly unsuccessful--both from 
the point of vie w of the employer and the ellp loyee. IJot on-
ly has the h ousing itself be an o:t.' poor qu.CJ..lity, but the re -
sultant relat i ons between employer and employee have oeen 
oad . 
General l y speaki ng , hous i ng of this type give s to 
the company a degree of economic a nd poli -tical control which 
interferes witi1 both the free thinking and a ction of bot..11 
s ides . Often the be st intentioned housing project of this 
nature '.'fill 11 g o wrong'1 because of l a ck of t a ct on the part 
of the managing personne l or because of outside intere s ts. 
Towns of this type are quite often t he targets of trade un-
ion ore,anizers . 
In the past the JJ.mer ican employee bas resented 
this k i nd of housing . J:ven pro jects of the be ·tter type do 
:tot satisfy him . I t makes h im too dependen t on t he company 
and interferes with his mobility . Beca use of ·th is attitude 
on the part of e;np l oyees , this type of project has met with 
limited success and i n most cases h ::._s brought Jnore c5rief 
than anything else to the mana~in; operat ives. rhe pr esent 
trend i s f or industr y to shy away frora the company tovm . 
Withal, there i s a def inite need for housing which 
in t he pas·t ha s onl y been satisfied by thi s f orm . Ii'or 
l 
iioo d , Dr . ~d i th Elmer , 11r he Hous ini:., of the Unski l led ·Ja g e 
'"'-'a rner, 11 (l\Tew York , 1 ·.; 1 9) , p . 119-12 0 . 
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ins t ance the Busine ss ','Jee k , Janua ry l o , 1 938 , ha s th i ::; to 
say: " Recen t new- plant construction a nd re -loca t ion have 
made indus trial hous ing the mos t insi s t ent ne ed in t he en -
t i r e home - b u i l d ing f i e l d where g overnment f i g ur e s p l a c e t h e 
shortag e a t 5 , 000 ,000 units . Reluctance of t he comEni es to 
sink the ir c ap ital a nd r isk t he ir l a bor relations ·oy build -
i ng home s for worker s a t n ew loca tions , op en s l arge opportu-
n i t ies f or-- so;1 eone . 111 This article g ive s the followi ng a s 
on e of' t h e many illustra tions: 
" The enti r e situa tion is d ramatized by the new I r -
vin p l an t of Ce:.rneg ie- I l linois Ste e l a f ew miles up t he · ·o-
n onga hela ~iver f rom ? i t tsb urg h . Its c ost is $60 , 000 , 000 
a nd it i s expected to s tart ope r a ti on in l;ia y . '2'our t ho usand 
men ' iill b e empl oyed . F'o ur thous and worker s mean a to t.a l 
p opul at ion of a l mos t 17 , 000 d e pe n d ent on t h is p l ant , enou.;h 
f or u f a ir- :::>ized city . But the Irvin p lant i s g o i n5 Ui) in 
t h e nal.<:ed h ills . h ere are L O pr ovisi on s f or nousing worK-
ers . Big ·::;,teel, p:-...t r ent o ;.· Car n eg ie-Illinois, says, ' Conpi::iny 
t owns a r e ou t . ' It i s f>a rt o .i:' a n ev.,r policy of l abor nd p ub-
lie r e l a tion s . 
uA committee of compa ny off icia ls i s s tudy i nz the 
housin g prob lem but the p l a nt ' s op ening date is a l mo s t upon 
them. ~ /orke r s wi l l have to live some where els e and drive to 
the pl a n t. 
1 
Bus i n ess 'Veek , Jan ua ry 1 5 , 1 938 . p . 18 . 
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''Carneg ie-Illinois has another p lant at '~lairton, 
near Irvin . But Clair ton a lready has 3 ,519 families and on-
'ly 3,133 hous ing units. From any angle, Irvin appears to be 
a natural for a b i g- sca l e housing deve lopment . T:iinimum ex-
pend itures :for a community this size would be about ,P l 0 , 000 ,-
000 . It could be invested here with small risk . 
"First the Irvin plant i s to be the las t word i n 
economical production . ·Therefore , its operations will con-
tinue even when the company has to s hut down higher-cost 
units. oeven per cent of the workers will b e cornmon labor-
ers, paid $5 .00 a day . The other 93;0 will l)e hi ghly skilled 
men with high wage rates . 
"The location was picked with a view to a possib le 
townsite .. • u. S . Steel owns 600 acres , but any additional 
amount is available . Here is a beautiful set-up for progres-
sive experiment , especiall y f or a new type of house using 
steel ?arts . For a ll its promise, the size of the undertak-
ing apparently frightens off bidders . Off ers to erect a few 
hundred houses have oeen mC:t.de -oy private interests , but so 
far no deal has been closed . n1 
Again the finger of fa ilure points to the construe-
tion industry . The past ha s indeed made us afraid of the 
future . 1he intertwining of economic fa ctors involved has 
.made the Amer ican business man skeptical of success i n this 
l 
Busine ss Vleek , ,January 15 , 1938 . p . 18 . (Since this wri t -
ing , however, it ha s been called to the attent ion of the 
writer that a company under the ennsylvania Housing ~ orpora­
tion has constructed and sold ho use s costing from $3500 . to 
4)5 , 000 . The !llortgage was underwritten by the ·~ ew Yor:tc Li f e 
Insurance Company.) 
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f ield of ent er prise. Certain ly it i s a cha lleng; e wh ich we 
of t oday are fa. cin6 . 
r ·o doubt co mpany ho us i ng in the pas t has f i l l ed a 
need , but i t has not ~ illed this ne ed satisfactorily . ~c o ­
nomically and so cially , i t ha s been a fa ilure. I beli eve 
the f ut ure will demand i ndustria l housin6 on a re6 ional 
s ca le, but I beli eve too tha t t h i s ne ed will be fille d by 
s ome agency or agencie s ot her t.hc:m t h e company wh ich necessi-
tates that housing . Probably the l a t -cer will help but , i n 
my op i n i on , t.heir share in this development will be a mi nor 
one. Company tovms "srnack 11 too much of medieva l a nd feudal 
days f or 20th century America. 
TH~ FEDERAL GOIJ4:RHl:iLEHT 
Previous to the ·.iorld War , the ::redera l Government 
d i d not l eg isla te on building except :t'or the District of Co-
lumbia . Up to tha t ti:ne governmenta l restrictions, in the 
form of local ord i nances designed to meet the broad re quire-
ments of st~te l eg isla tion, wer e confined l a r ge l y to urban 
and suburba n con~w1ities. Zoning , city-planning regula t ions 
o.nd build i ng codes were the fashion of the day . Zoning and 
c i ty-planni:ng regula tions, vve have a l ready considered; a 
word or t wo now regar d ing the l a tter. 
Build i ng codes , like zoning and city-planning regu-
lations, have been far from satisfactory. Although cont a in-
ing great possibilities, these possibilities have never been 
realized . While representing a most desirable effort on the 
part of' the e,;overnment to protect the public, they have, nev-
ertheless, been a b urden too. The ch ie f d i fficulty seems to 
b e tha t most codes have been framed in an unscient i fic man-
ner . J;etailed codes have not been kept up-to-date and have 
easily become obso l ete throuc5·h changes in rnetl1ods of con-
struction . All this has tended to hamper builder s and has 
imposed a needl ess ad3i t i on to U1e cost of construction . n.l-
f red Farv1e ll Bemis says, "h·asses of technical de t a ils, con-
f lic·ting and endless, are not wha t laws or l aw- makers need; 
they mere l y cumber the ground and obstruct socia l and i ndus-
trial progress. Sound general pr i ncipl es , scientifically de -
tenuined and expertl y administered , are available i n this 
ag s of eng i ne ering and should ·oe brought into pl ay . • . 
There is no sound re a son f or the bewi l de ring multiplicity of 
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city and town bui l ding codes and s anitary reg ulat i ons within 
each of our 48 states; a va.s t amount of such l eg i s l ativ e ac -
tion, i ll-conside red and wasteful to a degree, mi,5.ht ut:: eli~n­
inated i l eacn sta t e vvould take to itse lf the sole power of 
l eg isla tion on such rnatters."1 Too, it has even been s ug-
g ested tha t building codes are kept in this unworkable sta te 
in order to use t hem a s a screen for rackets. I f so , it is 
indeed h i gh time that these cod es be changed . 
The Department of Commerce has r e cognized this 
need and has in recent years done a good deal o ' educational 
work in thi s f ield . The Building Code Committee of this De -
partnent, working in coopera tion with city and state .::;overn-
ments, has done rnuch to revise and standard ize code require-
ments. 
Came t he war, a nd the Ii'ed e1·al Government was 
forced to take constructive steps towar d solving the housing 
situa tion of the time . . ...... s ~ 'e have seen, the housing Divi-
sion of the Shi pp ing Board and the United States Housin5 ~or-
pora tion under the Department of Labor, were the first .1.' eder-
al agencies intere sted and active in housing . Came the end 
of t he war, hov;ever, and the F'ederal Government practically 
faded f rom the p icture . Legislation in the post- war per iod 
was confined largely to individual state s a nd consisted main-
l y of restrict i ve rent l egisla tion . 
1 
Bemis ' Al f r ed Farwell' TIThe 2volving ~ouse' rr (Cambridc;Se' 
1934), Vol . II . p . 325 . 
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The next i :npetus wh ich caused constructive Federal 
action toward a solution of the housing problem came i n the 
f orm of the depression. Construction of homes f ell from 
710,00 0 non- farm fami ly units built in 1 928 to 517,000 in 
1 929 , 320 , 000 in 1930, 204 , 000 in 1931, 97,000 in 1932 , 60, -
0 0 0 in 1933 and again 60 ,000 in 19o4 . 1 This period also saw 
Jnany families lose their aoility to make payments on home s 
a lready built. It should be noted here though that reduc-
tion of unempl oyment and the restoration of purcha sing power 
were the pr i mary a i ms, with housing hurr iedly inaugurated a s 
a means to this end. 
The 11 Congressional Di gest" classifies the a ctivi-
ties o:f the Federal Government as follows: 
1 
2 
I. Emergency Loans to Prevent Viortgage Foreclos ures: 
A. The Federal Home Loan Bank Board . 
B. The Home Owners' Loan Corporation. 
C. •rhe Federal Saving s and Loan As soc i a tion. 
D. The l.<'ederal Saving s and Loan Insurance Cor-
porations . 
II. :Financ ing Private Loans for Liodernization and 
Construction: 
A. The Federal Housing Administration. 
B. The Reconstruction Finance Corpora tion . 
III. Direct Expenditures f'or New Building Projects: 
A. The Housing Divi s ion of P . w. A. 
B. The Resettlement Administration . 
1 . Subsis tence Homesteads. 
2 . Rura l Resettl ement . _ 
3 . Suburban nesett.lement . G 
Chawner, Lowell J . , 11 The Annals o:t' the A.merican .1-cademy o..t' 
Political and Social Science, n 1\-Iarch , 1937, p . 2b . 
Congressional Digest, (l,,fashing ton, April , 1936 ), p . 107. 
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Although we generally assoc i l_te the Li'edera l a ctiv-
ity of this period vii t h the ''New :Jeal '[ actually the f irst 
move was made in 1931 under President Boover . At this time 
the President's Conf erence on Home Bui l ding a nd Eome Owner-
ship was muc h publicized and yielded ah extended volume of 
reports (12 in number). This conferenf e recommended the es-
tablishment of a Federal financial agency to a i d in financ-
ing home buil ding, with the Building abd Housing Division of 
the Department of Cormnerce to act a s a guide concerning 
costs, msterials, construction, e t c. 
Emergency Loag~ to Preve~1 Mortg ,ge Forec losures 
The 2:t'ederal Home_ Loan Bank Boar9:_ 
The f i rst significant step, fuowover wa s taken in I ~ , 
1 93 2 . 'rhi s was the creation of the Federal :lome Loan Bank 
Board, a pproved July' 22 . This Board t , rough the Federal 
Home Loan Banking System--a central relerve system for mort-
gage lend ing ins titutions- - provides th same service to sav-
ings and loan associations, saving s ba,ks and insurance com-
panies a s the F'edera l Reserve System does for commercial 
banks . Opera ting through tVJelve regio, al j''ederal Home Loan 
Banks , this pe r manent credi t reserve s Jructure makes long 
term loans to home financing institut ions which are members 
of the system. h1.embers consist princiJ\ally of building and 
loan associations and loans to these members are made on col-
lateral consi sting of f irst rr.ortgages n homes. Loans a re 
not made direct to home owners . 
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In 1933 banking conditions gFew steadily worse. 
lv!any banks fai led entirely and mortgagJ s in great numbers 
were foreclosed. Following his inaugut tion on March 4 , 
1933, and the closing of the banks, President Roosevelt 
asked Congress on April 13 for legislaJ ion "to protect small 
home owners from foreclosures and to r J lieve them of a por-
tion of the burden of excessive intere t and principal pay-
ment incurred during the period of higJ er values and higher 
earning power ."1 
As a result of this the original act of 1932 which 
provided for the Home Lo~~ Bank Board abd the ~orne Loan Bank-
ing System was amended. Three other di l isions were provided 
for, namely: 
1. The nome Owners' Loan Corporation. 
2 . The Federal Savings a..'1d Loan As 1soc ia. ti on. 
3. The Federal Savir~s and Loan Inr urance Corporations. 
The Home Owners' Loan Co!:2_9ration (esta lished June 13 , 1933) 
The Horne Owners' Loan Act, in brief, provided that 
the HOLC should issue bonds in exchange for mortgages on 
snall homes in cases where the home owner was threatened 
with foreclosure and was urable to refihance his mortgage 
through priva te sources. In connection! with refinancing , 
the Corporation also advanced money to ~y d elinquent taxes 
and assessments, and made repairs necessa ry to maintain the 
property in 5POd condition. 3y amendrne ht this provis ion was 
later extended to include recondi tioniug . In addition, it 
redeemed properties lost by foreclosure ! subsequent to Janu-
ary 1, 1930 , subject to the consent of r he present owner. 
The Coruoration i ncluded all indebtedness in one ~ I 
new mortgage made out for a 15-year perr· od at 5 per cent and 
amortized in small monthly payments. A payment of :~7. 91 per 
month completely retired a $1, 000 loan t the end of the fif-
;:::_~::::~-=-HOLC borrower on this pr vas thus never 
Congressional Di gest, (Wa sh ington, Apr ' l, 1936), p . 107. 
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faced with the necessity of curtailing a larg e l ump sum, nor 
of renewing the mortgage with a ccompanJfing bonuses, etc. 
which have been usual in private t~ansactions . 
. • . Over 300 off ices were stablished in all 
states, District of ColQ~bia , Hawaii a~d Puerto Rico . In ad-
dition to these state offices vmich peiJform all the activi-
ties in connection with a ctual loan closi ng , there a re ••• 
reg ional offices. 
• • • The Corporation has a c
1
ash cap ital of two 
hundred million dollars subscribed for \bY the ;:::>ecretary of 
the ;Treasury on behalf of the United States, made availab le 
by the Heconstruction :F'inance Corporati\on. The Corporation 
was a uthorized by the original Act to issue bond s up to t wo 
b illion dollars and guaranteed as to i rf erest, but not a s to 
principal by the United States Government.l 
Subsequent amendments have ra.k sed this to 4>4,750, -
ooo, ooo . 
The majority of the bonds , which bear intere st not 
exceeding 4 per cent, are is sued to mortgag ees in exchang e 
for elig i b le mortgag es refinan ced by th~ Corporation. Other 
p urpose s for which HOLC bond s may be is6ued are: 
Proceeds from the sale of not l exceeding four h un-
dred million dollars of bonds may be used in cash advances 
. f or necessary maintenance and repairs a rhd for reconditi oning . 
The Co r poration has subscribed , as provi ded under Title IV 
of the National Housing Act, . approved Jtilne 27, 1934 , one hun-
dred million doll<lrs for the cap ital st~ ck of the Federal 
~3aving s and Loan Insurance Corporation . \ Another three hun-
dred million dollars is available f or t~e purchase of shares 
in horne financing institutions, a~cordi :rpg to amendments of 
April 27, 1 934 , and IV:.ay 28 , 1935 • ~ I 
This was intended as an emergency measure. Loans 
were restricted by the Corpora tion to h j rne owne r s who were 
in involuntary d efault on ,June 13, 1 333 or whose defau l t at 
a l ater date was due to circumstances b yond their control. 
l 
Congressional Di g est, (Washing ton, Apr·l, 1 936 ), p. 107-8 . 
2 
Ibid . p. 108 . 
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The Federa l Savings an~ Loan Association 
;rhe Federa l Eome Loan Ban.k -.aolard is authorized to 
issue Federal charters to local, mutua , thrift , home- financ -
ing institutions upon applic ation . The
1
se may be nevtT organi-
zations created for the purpose of existing building and 
loan associi3. tions converted from 3tate fto ;•,ederal charter . 
They may b e established in Emy cornrnunitly v,rhere funds i'or 
home financing a re inadequate . To encoprage their estaolish-
ment and to increase funds for home financin_s L1.e Treasury 
is empowered to subscri oe up to 75% of the paid- in stock of 
any :B..,ederal as soc ia ti on . One hundred rr ill ion dollars was 
set aside for this purpose. F' ive years after the date of 
Treasury subscription the Board may call for repayment but 
not in excess of ten per cent eacJ1 year of the amount of t.he 
Treasury subsc ript ion. The 74th Congre
1
ss authoriz ed the di-
rect investment at the discretion of the Federal Home Loan 
Bank Board of $ 300 , 000 , 000 in Federal S~vings and Loan Asso-
ciations or other home-financing institr1 tions which are mem-
bers of the System or are insured under the I1"ederal Saving s 
and Loan Insurance Corporation or by thr purchase of F'ederal 
Home Loan Bank securities .•• Federal particioa~ion in Fed-
eral Savings and Loan Associations1 is llimited to stock sub-scription and Federal supervision. I 
By means of these associations , home ownership at 
I 
lower cost is pos sible f or many thousanhs of fam ilies. 
The :b.,ederal .3aving~ and Loan Insurance bor-1)orations 
'This Corporation is empovveredl to insure solvency 
of investors' share accounts up to $5 , opo per account in 
thrift, horne -financing i nstitutions . All.l Federal 3aving s 
and Loan :i. ssoc i a tions wust and state chb.rtered institutions 
may apply for such insurance . 'rhe prem~urn for the f ir s t 
year is one - fourth of one per cent of a.f l accounts of in-
sured members p lus any cred itor obligations of the insured 
institutions. 'rhe 74th Congress made a J fifty per cent reduc -
tion in the annual premiwn rate and ma.xlimw-11 annual a ssess-
ment for thrift institutions insured b y the Corporation . G 
To g ive security and confiden · e in saving and lend-
ing is the purp ose of this division . 
l 
Congre ssional Di gest, 
2 
Ibid . p . 108 . 
C/lashing ton, Apri l' 1 936) , p. 108 . 
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f.§£~ Credit Admin istration 
To this department belong s t e re sponsibi li ty of 
satisfying the needs of the farmer :t'or housing loans. This 
is accomp lished through twelV '2 .?ederal !Land Banks , a Land 
Bank Commissioner, and the Federal ::.·ariJ r~.'Iortgage Corpora tion. 
'l,his g ives a complete credit system fo agriculture by mak-
i ng av<Oci l a b le to f <: ,rmers 
Results of 
Emergency Loan~ to Frevent MOrtg~~ Fore closures 
The Federal Home Loan B<mk ing System with its 
three divisions-- (1) The Home Civvners ' Loan Corpora tion, 
(2) The :F'ederal Sav i n.-?:s a nd Loan :~ssociltion, and (3 ) The 
B"ederal 3aving s a nd Loa n Insurance Corp~rations--has been 
very active. Kathan :3traus states that rtover 3600 such in-
stitutions (saving s and loan associCl tio 1s , savinc5s banks and 
) . I insurance coDlpanies with assets of' 4i3 , 25o ,ooo , ooo now de-
p end on this systern to provide fluid an~ safe credit for pro-
spective home bui l ders ."1 
'l'he Horne ow-ne rs ' Loan Corporation stands out in 
particul ar . Its job was to stop the "p"ling up" of residen-
tial foreclosures by exchang ing its bonh s for these mort-
g ages, by lowering interest r a tes a nd b Y leng thenirld amorti -
zation periods. Th is it di d . \~Then lenf ing was stopped in 
.Tune , 1 \::336 , " total f inancing amounted to 4;3 , 093 , 288 ,000 and 
today the g overnment 's e quity is 61.5 pi r cent. In theory , 
l 
Straus , 1\fathan , "Current History, 11 (f.;e v York , );larc.tl , lS3o ) , 
P · 2 1. 
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I 
the EOLC shoulC. liquidate itself by 19£1, when its fifteen-
s · t · 11 1 1 · I · ct t ct t " 1 year per cen~ mor gag es Wl ~ve 11u1 a e ·nemse ves. 
Conceivably it might make a prof'i t on its operations, for 
there is a handsome spread between its l 2 . 6;t, average borrow-
in~ rate and its 5 oer cent lendin:z ra e ..• Of the HOLC 's ~ ~ ~ I --
76,6oo fore closures, 6 , 582 houses had been resold up to Feb-
1 
ruary l. And an additional 51,000 were being rented. All 
70 , 000 homes that the HOLC currently of s are for sale. ,l 
Practically speaking , the wo r k of the Home Ovmers 1 
Loan Corporat ion is virtually cornpl ete1 . I t is now f a ced 
with the problem of collecting rather t han f'inancing . 
Dire c t 5;xpendi tures fo;r: F-ew Build:i.:_gg: Projects 
I 
I 
The second significant step in the Federal Govern-
1 
t I h · t d · J I 1 - - -- h men s ous1ng rnovemen occurre 1n < une, ~00 , w en an 1:.ct 
of Cong ress created ·the B'eder al .A.dmini~ tration of Public 
I 
Works Administration or P . W. A. Linde~ the r:l . -:'! . A. i s the 
Eousing Division . 
Again I q uote from the Congressional Digest which 
· t 1 ct - 1 th I · · · -. h surr.!.L1a.r1zes accura e y an conc1se y e ooJeCtlves ot eac 
of these d ivisions: 
This Division is empovvered t f proceed with 1 con-
struction, reconstruction, a l teration , or repa i r under pub-
lic reg ula tion or control of low-co s t housing and slum-clear-
ance projects; ... to construct, finknce or aid in the con-
struction or f inancing ; ... to make gh;mts to states , muni-
cipal ities, and other public bodies . ·1· of thirty pe r cent 
of the cost of l abor and materials;. _ .. to a c quire by pur-
c hase , or by exercise of the povver of eminent domain , c1ny 
1 
Fortune, (New York, r.Iay, 1 938), p . 94 . 
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real or personal property in connectio' with the const ruc -
tion of any such project , a nd to sell ·ny se curity acquired 
or any property so cons tructed or acqu'red or to lease a ny 
such property with or Hi thout the pr i v · le~e of purcha s e . ' 
Because of the existence of ther l eg isla tion c a r -
r y i ng authorization for t h e constructi n, a l teration or re -
pair under the direction of other g ove 1ment agencies , a nd 
fo r other reasons, tr1e Fublic \Iorks .tid ni nis tration hE.t s con-
cerned itsel f ch ief ly with new constru tion . It has au thor-
ized loa ns totalin~ $11, 000 , 00 0 for lo -cost housing and 
slwn-clea r a nce projects to li~nited d iv ' ciend c orporations . 
These loans have require d f i fteen per ern. e qu ities, cb.rry 
four pe r cen t intere s t , and a re suojec to amortization ov er 
p eriods rant;ing f rom f i f t een to thirty t:r .. r e e years. Limited 
d ividend corp orations tJ.&ve not b een en itled to outri;:;h t 
g r ants . F'ifty ?edera l projects in 35 i ties and two insula r 
possessions to the amount of approxima e l y $130,000 , 000 ha ve 
been authorized or are in proc e os of d velo pment. a nd the Di -
vision has announced that its activi ti s will be conf ined to 
these . It i s expe cted that some 2b ,oo ·· fam ilie s vlill ·oe ac -
commodated in approximately 80 ' OOJ I'O O!rlS . To brine; rOOhl 
rentals down to around $6 . a month the projects will b e suo-
s i dized by c ons i d ering 45% of the cost of each pro ject a .s 8. 
g r ant and thus wr iting it off and amor izing the remainder 
of the cost with intere s t a t ::l ;b , exclu i ve of land costs 
wh ich will not be a mor tized but carr i e a t 3';/.~ i nterest, over 
a p eriod of 60 years . 3ince these pro erti es belon5 to the 
Federal Government they cannot oe t axe by state or local 
g overnr.o.en t .1 
The Resettlement Admi n i str at ion 
The :S.esettlement ....:~.dministrat on was e stablished by 
.~xecutive Order of April 30 , 1 935 , und r the authority of 
the Srnerg ency Helief Appropr i a tion Act of 1935 , and to it 
were transferred the activi ties of f ou agencies: 'l'he Divi-
sion of Subsi stenc e Eomesteads of the :t epartment of the In-
ter io r , the Division of Rura l :::tehabili a tion of the .2-.ed eral 
Emerg enc y Relief .:~.drninistrc..t ion, the L" nd Prog ram of the 
F ER.l-1., and the La.."ld Policy Section of t '1e 11-gricul tura l Ldj ust-
ment Admini stration . 
The Resettlement Adrninistrat · on was created (1 ) to 
administe r approved projects involving rural rehabi litation, 
r elief in stricken a e;ricul tur a l areas, and re sett.leme n t of 
destitut e or low i n c ome f 8.rn i l i e s from ural and urban areas , 
includincS the establishment, maintenan e , and opera tion , in 
such conne ction, of commun i t ies in rur l and urban a reas; 
l 
2ong r e ssional Di gest, CNasrlinc;ton , il, 1936 ) , p . 110 . 
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(2) to i nitia te and administer a pr ogram of approved pro-
jects with r espect to soil erosion, stream pollution, sea-
coast erosion , refore s tation, fo restation, f lood control, 
and other useful projects; (3) to make loans as aut horized 
under the ::<:rnergency Relief Appropr iation Act of 1035 , t o fi -
nance in whole or in part the purcha se of farm l a nds and nec-
essary equipment by f&rmers, farm tenants, croppers or farm 
l aborers . 
The construction activities of the Resettlement Ld-
mi n i str at ion a re carr ied on by the fo llowing d.ivisions: 
1. Subsistence Homesteads 
3y Act of ,June 16 , 1934, $25 , 000 , 000 was set aslc.e 
to be used as a revolving fund for the creation of subsist-
ence homestead proj ects. 'l'he Federal Subsi s tence Homes t ead s 
Corpora tion was created in the 1)epartment of the Interior to 
handle this fund . I t was em:Jowered to finance and bui l d 
homesteads on which f amilies-mi gh t raise much or nearly a ll 
o f the ir fo od . 
On Ivi:ay 15 , 1S~ 35 , the pr ogram carried on by U1e Sub-
s i s tenc e Homesteads Divis ion of · the Department of T.he Inte-
rior was transferred to the He sett lement A.dm i n istra tion. 
The a lloca tion of $7, 000 , 000 for the completion of J3 pro-
jects was approve d b y the Pr e sident on J une l S , 19J5 . 
2 . Hural Hesettlement 
On June 28 , 1935, the President approved the allo-
cation to t he Hesettlement Administration of ;$9l, OJ O, OOO for 
rural resettlement and rehab ilitation . i)35 ,142 ,395 of' th i s 
amount has been budgeted for He settleme nt proj ects . 
Under the FERA Rural Hehabilitation program , nwner -
ous resettlement projects were initia ted by the 3tate Rural 
}i.ehabili tation Corporations. . • 'rhis program involves re-
settlement of various types, such a s a gricultura l communi-
ties, agricultural infiltra tion resettlement, tenant pur-
cha s e resettleme nt, and the establishment of camps fo r mi gr a -
tory agricultural labor. 
3 . SuburbEm Resettlement 
On September 2:3 , 1935 , the Pre sident approved the 
a llocation of ~p 3l ,OOO,OOO f or1 the establishinent of certain rural-industrial communities. 
1 
Congressional Di gest, (Washington, April, 1936) , p . 111. 
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Results of 
Qire~1 ~xpenditures fO£ New Buildin~ ?rojec1~ 
The Housi% Divis ion of 1: · V/ . A. 
'l'he Federal 5.:ome Loan Bank Board and its thr ee di-
visions which were briefl y described and the Federal uousing 
Administration which we are about to describe were inaugurat-
ed mostly f or tb.e benefit of lending institutions and home 
owners . The :Housing Division of the F . w. A. has made it 
its business to point the way toward better home condition s 
f or the millions of low-income American fami lie s who live in 
tenements a nd houses not fit for human habitation--habita-
tions which breed sickness, death and crime. The aim of 
this division was to p lan, develop and construct demonstra-
tions of good low-rent housing for low-income families. 
Under the direction of this governmenta l agency , 
ilfifty-one PWA housing projects provided dwe lling s for 21,-
656 lov1-income slwn farnil ies a.t a cost to the B,ederal Govern-
ment of :~134 ,000 ,000 exclusive of maintenance charges . The 
average cost per room was <ii l,48b , exclusive of land--an arnaz -
ingl y high cost when you consider the less than ij)l, OO J per 
room cos t of Colonial Villag e (which r eceived FHA support ) 
built for a much higher income clientele. nl 
"Twenty-six of the se pro jects were built on sites 
cleared of slum dwellings. They range in size from Williams-
burg Houses in New York with 1622 dwelling units to Hi ghland 
1 
:B,ortune, (New York , Ivlay , 1938) , p. 96 . 
-177-
Homes, i)ayne, Pennsylvania with 50 dwelling units. I'he 
units themselves range from 2-6 rooms. ? ully equipp ed kitch-
ens, baths and living r ooms are standard. ~viost of the units 
have cross ventilation, and every project is designed vdth 
p lenty of open area for recreation and low building oriented 
to catch sunlig ht or prevailing breezes. 111 
Regardless of hig h room cost, they have neverthe-
less helped the low-income groups (although not the lowest) 
to ob tain decent housing a t a price they could afford to pay. 
The v .. Ti ter has personally visited both the New 
Tovme Court in Cambridge, Massachusetts and the Old Harbor 
Village project in South Boston , ~:::assachusetts. Both these 
developments gave conclusive evidence that families which ac-
tually needed better housing had been provided for . The 
g overnment r..ad only rented to families who could not g·et de -
cent housing at a price they could a fford and who were then 
living in bad or crowded housing. In a pamphlet entitled, 
11 Wha t I Vvant To Know About P . ':if . A. Housing, 11 a pamphlet of 
information for prospective tenants, the following statement 
is rn.a.de :2 nrrenant' s income must be sufficient to pay the 
rent required but the income cam10t be more than five times 
the rent in projects where heat and light and fuel for cook-
ing are included in the rent. In projects where any or all 
1 
2 
Straus, Hathan, "Current History," (Nevv- York, March, 1 938), 
p. 22 . 
What I ~Nant To Know About P . W. A. Housing," (Washing ton, 
1937 ) ' p. 3 . 
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of these things are not included, the income cannot be more 
than five times the rent plus the estimated cost of these 
thing s." 
The rent in each project is set by the Government 
so that vvage earners can afford decent housing. By checking 
income against prevai ling rents for standard housing in the 
city, the Government determines whether or not decent hous-
i ng is available to the individual. Facts pertaining to the 
individual's (a) Need for Housing ; (b ) General Desirability; 
and (c) Financial :3urety are checked and rated on an Investi-
gator's Swnmary Sheet (See PLA.TE IX). If the 11 score 11 adds 
up right, the tenant is accepted. 
An example of the scale of rents and type and size 
of apartments f urnished by the Boston liousing Authority 
which at present (under the u. S. H. A.) leases the Old Har-
bor Village in South Boston , Massachusetts l.s given in 
PLA'T"S X. 
A cross-section of the New Towne Court at Cam-
bridge, I'J.Iassachusetts shows tbe following set-up: 
Total 294 units or apartrnents 
92--3 room apartments rent f or $23. 
114--4 room apartraents rent for $27 . 
88--5 room apartments rent for ~30 . 60 . 
244 families from Cambridg e; 50 outside of Cambridge--
brought here in order that wage earner could save 
money on carfare and g ive benefit of saviiJ6 to his 
children in the way of food and clothing . 
61 Mother's Aid cases living in this project. 
PLATE IX 
W.H.5·82 
5/20/37 
FEDERAL EMERGENCY ADMINISTRATION OF PUBLIC WORKS 
HOUSING DIVISION 
INVESTIGATOR'S SUMMARY SHEET 
~CTION I.-NEED FOR HOUSING. 
Rating Score 
Physical condition 
Equipment 
Toilet 
Bath 
Water 
Heat 
Cooking 
Light 
Planning and space 
Room sizes 
Light and air 
Privacy 
Neighbor hood 
Physical condition 
Adult influence 
Child influence 
Preschool influence 
Overcrowding 
P.F.G. 
Yes No 
Yes No 
Yes No 
Yes No 
Yes No 
Yes No 
P.F.G. 
P.F.G. 
P.F.G. 
P.F.G. 
P.F.G. 
P.F.G. 
P.F.G. [ 
Persons______ . Bedrooms-·----· r 
Families doubled up Yes No ._ ___ _. 
!UMMARY: 
Eligible D Not eligible D Total score 
)ECTION H.-GENERAL DESIRABILITY. 
l. Cleanliness Rating 
Home visitor ------------------------- G.F.P.D. 
~. Care of proper ty 
Home visitor ------------------------- G. F. P. D. 
3. Neighbors 
4. Landlord 
STJMMARY: 
G.F.P.D. 
G.F.P.D. 
G.F.P.D. 
G.F.P.D. 
Score 
Eligible D Not eligible D Total score 
SECTION 111.-FINANCIAL SURETY. 
1. Rent record 
2. Other bills 
Rating 
G.F.P.D. 
G.F.P.D. 
G.F.P.D. 
Score 
Name __ __ __________ _________________ _________________________ -------------------
Registration No. ------------------------------
REMARKS 
REMARKS 
u I 
REMARKS 
PLATE ~ 
OLD HARBOR 
VILLAGE 
:deral Government has built Old Harbor Village in South 
1, containing 1016 Homes. The Boston Housing Authority 
nces that these homes are now ready for occupancy. 
Each apartment or home has plenty 
. of windows-all are provided with 
electric lights and steam radiators, 
floors easy to care for, closets, storage 
space, fully equipped Kitchen con-
taining cupboards, refrigerator, stove, 
two-part laundry sink; Bath Room 
with medicine case, built-in bath-
tub, hot running water; airy, outside 
Bedrooms; and sunny, cheerful Liv-
ing Rooms. Here is a complete new 
neighborhood with clean, open play-
grounds, yard space, bright with 
sunshine, attractive with grass and 
trees. 
You may apply for one of these homes 
IF - Your income is sufficient to meet living expenses and pay 
the rent but is not more than five times the rent. 
IF - You are in need of better housing . 
YOU NEED BETTER HOUSING 
IF - Your present home is dark, damp, or is badly in need of 
major repairs. 
IF - You are without plumbing, a private water closet, or your 
plumbing is out of order. 
IF - You are without your own cooking facilities, or you are 
without adequate heating facilities. 
IF - You are crowded, without privacy, or have an average of 
two or more persons per room. 
IF - Your general living conditions are injurious to the wel-
fare, morals or safety of members of your family. 
for 3 ROOMS 
RI U 
rHIS UNIT IS LIMITED TO A FAMILY OF THREE PERSONS 
:HAN INCOME OF $70.00 TO $108.00 PER MONTH. 
FROM $ 25 .60 Jor 4 KUVlVI;:, 
G L. 
O cCUPANCY OF THIS UNIT IS LIMITED TO A FAMILY OF FIVE PERSONS * ~~ ~ * WITH AN I NCOME OF $8).00 to $128.00 PER MONTH . 
Include Beat·, Bot Water aad Electricity for Light, Cookiag and Refrigeratioa 
lO for 4 ROOMS AND BALCONY FROM $30.40 for 5 ROOMS 
I tHI N f.IU TOII. 
T A IU 
O cCUPANCY Of THIS UNIT IS LIMITED TO A fAMILY OF SEVEN PERSONS 
[' TillS UNIT IS L I MITED TO A fAMILY OF FIVE PERSONS * ~**~**WITH AN INCOME Of $100 .00 TO $1)2 .00 
~* WITH AN INCOME 01' $86 .00 TO $130.00 PER MONTH . PER MONTH. 
APPLICATIONS ro.K nn ·----~ 
IMMEDIATELY. APARTMENTS ARE OPEN FOR INSPECTION. 
APPLY NOW 
AT APPLICATION OFFICE 
Old Harbor Village 
South Boston 
Office Open 9:00 A. M. to 9:00 P. M. Monday- Friday 
9:00 A. M. to 4:30 P. M. Saturday 
1:00 P. M. to 4:30 P. M. Sunday 
BOSTON HOUSING AUTHORITY 
I 
-179-
Nationalities : 
192 American families 
4 American Negro 
l American Indian 
20 American Italian 
14 American Irish 
9 American Jewish 
7 illnerican French 
9 American Greek 
plus others 
Total Humber of Boys 288 
'I'otal Humber of Girls 258 
546 
Plus 43 babies born since parents moved to New Towne 
Court. 
Average yearly income of the 294 families i s $1300. 01. 
Lowest income a t Hew Tovme Court is $516. 
Hi ghest income a t New Tovme Court is ;$2013 . 
5 Families are receiving Old Age Assis~1ce. 
3 Families a re receiving Government Pensions . 
Resettlement Administration 
1. Subsistence Homesteads Corporation 
'Work ca rried on under this corporation was experi-
mental and demons trative "for the purpose of correcting the 
over-balance of popula tion in industrial centers. It was, 
therefore, not a relief operation. Four types of projects 
were tried : (1) small garden plots close to large indus tri-
al centers; (2) larger homesteads near decentralized i ndus-
trial towns; (3) rural projects designed to demonstrate that 
rural lif e may be nnde self-sufficient and a ttractive; 
(4) projects to accomrnoda te workers left 11 stranded 11 by the 
closing or removal of industries. 
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"An individual homestead consisted of dwelling and 
out-building s on a plot va rying from one to thirty acres, de -
pending on the type of project . Houses, loca ted in communi-
ties of from 25 to 500 homesteads, contain from three to six 
rooms. 'rhe total cost of a homestead ranged from $1,500 to 
;j;4, 000 , which included tools, seeds and fertilizer, chickens, 
pig s and perhaps a cow and a horse. The homestea d is sold 
to the family without any down payment with the cost amor-
tized over thirty years a t three per cent interest. 111 
"The ramifications of such a program extended so 
far beyond the limits of housing 2er se as inevitably to com-
p romise its chances for succass . For ins tance , the wisdom 
of a return to the land being granted, the question aro s e : 
would city dwellers wish to g ive up the a ttractions of' the 
city for the promised security of the rural lif e ? These and 
many other no less knotty problems so plagued t he planning 
a uthorities that, a fter completing their original progr &m of' 
about 100 smal l communities , the subsistence homestead type 
was abandoned . 11 2 
2 . Rural Resettlement 
"As of January 31 , 1936 , 21 such projects were un-
der construction , with 1,837 men working on them; and the 
Land Util i zation Division had been i nstructed to proceed 
l 
Congressional Di gest, ('Nashington , April, 1836 ), p. 111. 
2 
Stra us, Nathan , 11 Current History, 11 (New York , Iviarch, 1938 ), 
p . 22. 
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with the optioning of land for 101 resettlement projects 
(not including the 21 under construction .) 111 
3 . Suburban Hesettlement 
''Three larg e "greenbelt '' communi ties within tl1e 
metropolitan a reas of Hashington, Cincinnati, and Milwaukee 
have been built. Complete satellite towns with municipal 
services, schools, shops, ru1d theatres, these projects are 
already exerting an inf luence on community p lanning out of 
all proportion to their size. They provide at present an al-
most i deal envirorunent f or about 3,000 families and are 
planned to grow ultimately to perhaps three times their size. 
They illustrate the best pr i ncipl es of English Garden City 
p lanning adapted to American condit ions. 11 2 
Financ i ng Private Lonns f or Modernization and Construction 
The national ~rousing Act passed on J une 27 , 1934 
was the third significant step in the government's housing 
prograra. 
The .b'ederal Housing Administration 
The ~·, ederal Housing Administration which was es-
t ablished by the l'ational housing Act of h~34 , has for its 
housing purposes the insw,ing of loans made for recondition-
ing and modernizing the home and for mortgages made by ap-
proved l ending institutions. I say "housing purpose s" because 
1 
Congressional Di gest, (Washington, April, 19 36 ), p . 111. 
2 
Straus, Na t han , ''Current Hi story , '1 (New York, !:ila rch, 1 938) , 
p . 22 . 
-182-
the pr i mary purpose of the Act was to pr ovid e a me a ns of r e-
employment in the bu ildin5· tra des and cap ital - goods indus-
tries. 
The 11 Congr essiom l Di gest" i n e xplainine5 thi s 
says: 
Title I, the emergency phase of the Act known a s 
the ldodernization Cred it Plan, makes private credit avail-
ab le to ind ivid ua l s th r o ugh insurance of loans . Tha t is, 
t h e Federal Housi ng Administration i nsures financial inatitu-
tions against loss up to 20 per cent of the total of s uch 
credit l oaned b y private fi nancia l institutions approved by 
the Administration. Individuals , tha t is, home owners and 
opera tors of sma ll business and commercial e stablis11lllents , 
v1ere permitted under the Act to borrow up to a maximum of 
$2 , 000 for the p urpo se of making pro perty alt erations , re-
pairs and additions, and fo r the purpose of purchasing and 
ins talling c erta in t ype s of ma chinery and eq uipment , and to 
repay the loan in e q ual monthly instal lment s up t o a p eriod 
of five y ea r s . The regulations of the Hous ing Administra-
tion i mpose d a maximum f or interest and all ot h er charge s 
which WdS the eq uivalent of a $5 discount pe r $100 fa ce 
amount of a one-year note repayab l e in monthly ins tallments . 
On :','Ia.y 28 , 1 935 , Title I (the Mod ernization Credit i' l an) of 
the Housing Act was e:unended to extend the amount insurable 
f or l arge r bu s i nesses , industry, co mme r cia l building s, hos -
p i tals, schools , colleg es, and manufa cturi ng co ncerns f rom 
$2 , 000 to $50 ,000. 
•ri t le II , or the Mutual Mortgage Insurance Plan , 
d id not be come operative on a nation- wide scale a s rapidly 
as Title I . The Hou s i ng Act provides f or 1 00 per c ent insur-
ance on h ome mortgages covering up to 80 pe r cent of the ap -
praised va lue of the property . I t was ne cessary f or the 
l egislatures in most of the state s to Cilllend laws permit ting 
f i nane ia 1 ins ti tuti ons to make mortgage loans up to 80 per 
cent of the a pproved value. By June , 1 935 , the le gisla tures 
of 44 statE:s had so amended their laws. 
The Federal Housing Administration does not lend 
money . It insure s institutions mak ing Title I loans a gai nst 
loss up to 20 per cent of all s uch loans in the p ortfoli o of 
a ny of i ts a pprov ed mortgag es. I t insw~es 100 per cent of 
the mortg a ge made by any of its approved mortgagees. 
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Here i s the way the insurance prog ram operates for 
construction of a ne w house: 
The p rospective owner or builder mus t submit d e-
tailed plans to the FHA for ap proval of building standards 
and for appraisal. The E'HA appraisers set a value of the 
house and lot. Then the pro spe cti ve owner must go to a bank 
or other lendi ng agency and arrange for a loan. If the loan 
can be obtained, the l<..,R4. insures the lender against loss. 
Loans up to 80 per cent of the value of the pro p-
erty are ins ured. 'rhey may run--i f the lender agrees to 
make that kind of loan--as long as 20 years. Payments cover-
i ng interest and retirement of principal must b e made month-
ly. The intei'e s t rate is nominally 5 per cent, but a dded to 
this is a one-half of 1 pei' cent "service charge, rr which 
g oes to the lender, and the insura nce charge of one-half' of 
1 per cent which goes to the FHA insurance fund. Thus the 
carrying cost actually is 6 per cent. 
Thus, in mos t conEunities, FHA loans are no cheap -
er than loans ffi9.de without the insurance feature. The advan-
tage to the home owner i s t ha t he may secure a la.r ger loan 
and have a long er ti me in which to pay it. The insurance 
charg e is figured on the total amount of ti1e loan and con-
tinues to be paid on this ba sis regardless of how much l.he 
loan may oe reduced. This really brings the carryincS co a t 
considerably above 6 per cent over a period of yea r s . 
In sp ite of the Government insurance g uaranty the 
FHA has experienced consid erable dif ficulty in persuading 
lending agencies in many communities to cooperate. 'f he prin -
cipal objection has been to loans of a s long as 20 years a t 
comparatively low interest rates. 1Jith the air full of in-
flation talk ani with the future sti 11 uncertain, many lend-
ers are not inclined to tie up their money--even though it 
is insured--on such long --term contracts . Also, many banks 
a nd other a g encies, accustomed to making loans payable at 
t he end of a g iven period, are not g eared to handle mort-
gag e s on a monthly payment basis . 
A step forward in eliminating this objection wa s 
taken r ecently when an ag reement was reached with the HFC 
I·tlortga ge Co. by which the company will furnish the facili -
ties of a mortgage discount bank f or the purpose of purcha s-
ing mortgages g iven for new construction and insured by the 
FHA. 
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A notice was s ent recently to all financial insti-
tutions telling them that the RFC Mortgage Co. will purchase 
such mortga ges from orig inal mortgage s for the unpaid princi-
pal amount less -:t of' 1 per cent, plus accrued interest, 
where the mortgag ee agrees to continue servicing them. This 
will g ive lendi ng institutions an opportunity to discount 
mortgag es and to rraintain liquidi t y . 
'l,he RFC organization will thus do something of' the 
same job a s is being done by the Federal Home Loan Bank Sys-
tem and as is proposed for mortgage associations. 
The Federal Housing Administration dif f er s f rom 
the ::-lousing Division of Public Works Administration in that 
the Housing Divi sion of Public ?larks dministration is con-
cerned chiefly with slwn clearance a nd t.he construct.ion of 
large sca le housi ng projects for low income workers. The 
work is a ccomplished vlith Federal funds. 
The Federal Housing Administration is not eng aged 
in slum clearance. Its large scale housing projects a re all 
privately owned, financed and op erated . The Hou sing Admi nis-
tration simp l y i nsures mortga ges on such large scale pro-
jects. 
The Housing Admin istration differs from the Borre 
Ovvners Loan Corporation, in that the HonE Owners Loan Corpor-
ation is an emergency institution for the relief of home 
mortgage distress . The Home Owners Loan Corp ora tion does 
n ot handle new construction mortgages . Unlike the Fe deral 
Eousing Admini s tration, it did lend Government funds. 
The purpose of the FHA is state d briefly in its 
second annual report: 
'The Fe deral Housing Administration is responsib le 
under the terms of the National Ho usi ng Act for insuring pri-
vately made loans of the following ty pes: 
1 
(a) Short- term character loans made for the repa ir 
and modernization of homes and other bu ildi ngs ; 
(b) Long - term mortgag es on h ome s, and 
(c) Mortgag es on large-scale housin,g projects .'1 
Congressional Digest , (Washing ton, April, 1936) , p . 109-110. 
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The F. H. A. is decidedly nonphilanthrop ic with 
the primary social p urpose of stimulating priva te building 
and t he b uilding industry it.self. 
The Recol},St£,~£tiog Finane e Corpor ation 
In 1 932 the Emergency Relief Construction Act per-
mitted the Reconstruction Finance Corporation to make loans 
to construct, reconstruct, alter, or repair, und er public 
regulation or control, low-cost housing , and eff ect slum 
clearance. 
Under the amendment to the Reconstruction Finance 
Corporation Act of June, 1 934, the Corpor ation is emp owered 
to make loans for ind u s tria l purp os es to an aggregat e of 
$30o,ooo,ooo . Ver y limited advantage has been taken of this 
provision, h owever, a s but $112,636,389 had been authorized 
up to J:i'ebruary 5, 1 9 36, and only $46,945,233 disbursed. 
The Corporation is also empowered to n:ake loan s 
d irectly to financial institutions and corporations in order 
(among other purposes) to relieve pressure on the m, and to 
a ssist in their reorganization or liquidat i on. Loans to 
such institutions have enabled t hem to continue to ca rry 
mortgages and have thus bolstered the mortgage structure and 
protected t he home owner-borrower. The Corporation, during 
the entire period f rom J une 2, 1~32, to J ru1uary 31, 1 936 , in-
clusive, made authoriza tions totaling ~~10, 698,336,463 .1 
Res ults of 
Financing Private ~oru~s for Moderniza tion and Construction 
Stewart McDonald , Aili~inistrator of the FHA i n his 
Letter of Submittal to the Third Annual Report of the Feder -
al Housing Administration, states: 
l 
Congressional Di gest, (Washington, April, 1 936), p. 110. 
- 186-
Gross business transac ted by the Federal Eousing i.d-
ministration up to .January 1, 1937, totaled $1, 350, 157,149 . 
This included mortgages selected for appraisal, commitments 
to insure l a r ge-scale housing projects, and modernization 
and repair notes insured. 
Approximately $810,000 , 000 of this was transacted 
during the year 1936 . 
On January 1, 1937, home irrortgages accepted for in-
surance reached a total of 151,758 with a value of ~p609 , 044, -
017 . Of this total, ::i)438 ,449 , lb3 were accepted fo r insur-
ance during 1837, representing a gain of 157 per cent over 
1935 . 
Mortgages on large- scal e housing projects , approved 
up to January 1, amounted to $41 , 141,000 . 
~:!odernization and repair notes numbering 1,326 ,102, 
amounting to $500,220,642, were insured up to January 1 . Of 
t hi s amount, ;$246 , 149 , 813 were insured during 1936 , a gain 
of 10 per cent over 1935 . 
In addition, it. is estimated UJ.Ctt the betL.er- hous-
ing campaig n sponsored by the .?ederal Housing .-i.dminist .. ration 
ha s generated over j;2 , 000,000 , 000 worth of modernization and 
repair work which does not show in its own records . Careful 
check- ups have disclosed that for every dollar of.' repair 
work insured by the ~ ederal Eousing Administration approxi-
mately ..i)4 have been spent on j oos paid for in cas:n or fi -
nanced by other methods . 
The entire program of the Federal Housing Adminis-
tration, it is estimated, ha s created the equivalent of at 
least 1 year's work for 2,000,000 men . I n rr.any localities, 
where formerly there was muc h unempl oyment among building 1 
workers, shortages of skilled labor are now being reported. 
I n "The CoiJ.6ressional Digestn ~1r . McDonald, in de-
scribing the a chievements of :t<'HA , conclude s that the greater 
security provided to borrowers and lenders under the !~ousing 
. ~ct has genera te d conf i dence in fm: ..ure building by minimiz-
i ng the fear of failure . 
1 
;<:IcDonal d, Stewart , '' 'rhird Annua l Report of the F'ederal Hous-
ing Admi nistration , 11 1937 . p . VII- VI I I. 
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Five major developments :b.ave been brought about in 
the business of mortgage lending and honE building during 
the past year under the opera tion of the National Housing 
Act. They are: 
(1) Re le ase of mortgage money which, from 1929 t.o 1 934 
had been frozen almost solid in most sections of the country . 
(2) Establishment of the long-term amortized mortgage 
at uniformly low rates throughout most of th e United 3tates • . 
(3) Virtual elimination of secord and third mortgages 
and other junior liens, the bane of home financing in the 
past a nd the most i :npor t ant factors in the widespread loss 
of homes in a crisis. 
(4) Establishment of higher standards in home construc-
tion and a marked decrease in the operations of the ~~ jerry" 
builder . 
(6) Esta blishment of the home-f'inanc i ng system on a 
sounder basis for the anticipated building activity, with 
both buyers and lenders more adequate ly protected aga ins t 
the possibility of a disastrous mortgag e collap se such a s 
necessitated Federal Government intervention throu c;;h tbe 
Home Ovme rs ' Loan Corpora ti on.l 
''Up to last February 1, (1938) the :B,ederal 1-iousi~ 
Administration had insured mortgages on some 21 9,000 houses. 
At this time it was, theoretically u.t least, out on the limb 
for ~1, 362,000,000. After a sustained attenpt to collect 
on the defaulted mortg3ge, the F . H. A. eventually foreclos-
es and a ttempt s to sell the house. On l y 1 22 properties, hmv-
ever , representing an unpaid balance of $446 ,000 have so far 
been conveyed back to the F . 11 . A. by foreclosures . 'rhe net 
loss, after a nwnber of them had been sold was $12 ,000 . 11 2 
1 
2 
;:;icDonald, Stewart , "Congressional Digest, 11 (Washing ton, 
April, 1936), p . 116. 
"Fortune," (New York, 1;iay , 1 938 ), p . 94 . 
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Th e Reconstruction f inance Corpora tion 
This corporation "ma de one loan of over J;8 , O·.JO, 0 0 0 
a t S jj interes t to a linli ted - d ividend corp orcttion in l·.,. ew Yo r k 
to f i nance a slwn- clearanc e mod el- housing pr oj ect cov ering 
fo ur city blocks. Thi .; loan was made in 1 93 3 , in t he early 
days of t he n ew a dmi n i s tra t ion , before "the crea tion of the 
1 ublic -~·forks .4dminis tration. 'he pro ,ject is now compl e ted 
a nd no further loar1s of thi s character are contempl a ted by 
t he Corp ora tion. 111 
Its main job nmv will be to g i ve lend i ng i nsti tu-
tions a n opportunity to discount loans a nd to ma intain li-
q uid ity . 
* * * * * * 
Besid es a ctually housing families, both directly 
and ind irectly , all these a g encies bave a ccom')lished much in 
ma k ing the nation housing conscious a nd in providing facili-
ties for the pooling of experience and pr omoting th e analy-
s i s of probl ems i n t h i s fie l d of end eavor. i,~any va luab le 
techn ical bulletins such a s 1'Princip l e s of :r-~ lann ine; Small 
Eomes , 11 11 Planni ng 1·feighborhoods for 3mo.ll Eouses , 1' " Niec hani-
cal Equipment for the Home , 1 nHental Housin~ , 11 and ''Property 
:3t a nd8rds '' have been published a nd are now a vailable fo r p ro -
s pective home own ers. 
l 
Congressional Di g est , (Washing ton, April , 1936) , p . 110 . 
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Difficulties Encountered 
During this pe riod the Federal Government encoun-
tered many d iff iculties--
!. Local buil ding codes interfered with and interrupted 
build ing . 
2 . nacketeers moved in. 
3 . Unions were n one too coo perative . 
4 . :rer s onnel had to be de veloped nfrom scratch . 11 
5 . Legal matters were cons tantly entangling the vrork-
ing s of the administration . The diff iculties o.::' 
l and a ss embl y ,_ involvinJ the right of c ond el!ination, 
were a lone almost i nsurmountable. Di s c ussint:S t11is 
matter, The Duke University .School of Law in a f ore -
word t o t hei r quarterly "Law and Con temporar y ··· rob-
lems 11 for ivlarch, 1 934 (a number which i s devoted en-
tire l y to d i s cussions of low- cost hous i ng and slwn 
clearance) states: n.VJ:oreover, it h&.S grown i ncreas-
i ngl y evident in this period thc:,.t our legal mechan-
ism is ill-adjusted t o the demands wh ich t he housing 
prog ram has rnade upon it. '' 
6 . State laws :bad to be rewri tten to "tie i n" ·,; ith Fed-
eral procedure. 
?. Relief workers were not satisfactory alwa ys. 
Perhaps with enough time these difficulties would 
not have loomed so large , and perhap s fewer mi s t ake s wo uld 
have been made, but al ~vays throu,;ihout these trying yec.trs , 
the ch ief tasks, the ones which had to come f irst, were 
thos e oi' reemyloyrnent, stimulatin~ busin ess i::i..nd safegua r d i ng 
investment . l-a turally , because o i ' these d i ff iculties , and 
because of the time limit imposed, housing suffe red . 
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·rhe United 3t a t e s Eo using .:..2_:t_ 
But t he struggl e wa s not in vain . ;"' tates enacted 
housine; l egi s l a tion--p ublic op inion g rew. And in t he f a ce 
o f much advers e critic i sm t he Unite d St.a t es !-lousing 1i.c t of 
1 937 was passed . By t he pg. ssag e of this ·'.ct, t h e ~-·ni t ed 
. .= t i::l t e s Housing Authority wa s crea ted--the youngest agency in 
t he F ederal Gov er nment's housing prog r am . The i\ct which wa s 
thre e y ears in the making was the rewar d of' a long uphill 
f i ght by ·3enator Robert F' . :Ja e'.ner o f r; ew York . ~-~a t l1ar1 
0 t raus explains t h i s b ill in 'Current Hi s to ry" f or l{a rch , 1938 : 
The Authority will lend mon ey and t ec b.n ical ass ist-
a nce to l ocal pub lic housin0 a g encie s f or t h e cons truction 
of low-ren t housing projects a nd v1ill j o in the s e ag enci e s i n 
p rovid i ng the subsidy nece s s a ry to bring these pro jects with -
in t h e means of slum dwellers. 
'rhe swn of $5 00,000,00 0 is made availa ble f or 
loans in the thr ee years, 1 937-40 . Hot ;nore than 10 p er 
cent raa.y be allot t ed to e a c h St a te and not mor e than 00 per 
cen t of t he c a p ita l co s t may b e l ent on any project. Loans 
.us t b e repaid in f ull with interest not b elow co s t of money 
to t he g overnn1ent p lus one-ha l f pe r cent over a pe riod not 
to ex ceed 60 years. 
Two type s of subsidy are offered. One, the cap i-
t al g r a nt, i s simila r to tha t provided by the }J ublic ·..rork s 
Administra tion. The other, a sys t em of annual cont rib utions , 
s eems likely to b e more p op ula r and more workable, a n d it is 
t here f ore describ ed in some detail. 
The rent pe r room in a proposed proje c ~ nece s s a r y 
to pay a ll ope r a ting costs a nd also to repay the ? ederal 
l oa n witl1 intere s t is d e term ined. lTe xt, the ren t whic h s lwn 
dwellers in t he g iven city can aff ord i s d etermined . Le t us 
a ss wne f or the moment t ha t ti e first, or 11 econ omic, rr rent is 
;j) 9 per room per month , and tha t the latter, or 11 Social, 11 
rent is .:P5 per room p er rnonti1. If slum dwellers a re to b e 
h oused in thi s proposed pro ject, t he United Stat e s nousine; 
Authority a nd the lo cal housing agency mus t make up t he dif-
f erence be t ween the s e rents, or $4 per room per month. Ac-
cording to t he Housing Act, the local ag ency mus t supply c on-
t rib utions e qual to a t least one dollar for every five dol-
l ar s supplied by t he United St a t s s nous ing Authority. I n 
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this example, the minimum local contribution would be ~ . 67 
per room pe r month , and the maximum Federa l contribution 
would be $3 . 33 per r oom, pe r month. 
It i s estimat Ed t ha t under this method of annual 
contributions , the total cost t o the ::<'ederal Government of 
the ~soo , ooo ,ooo program, wh ich should provide mor e than 
1 00 ,00 0 dwelling s, will not exc eed $1 8 , 0 00,000 annual l y . In 
no cas e can this annual cost exceed a minimum amount nec e s -
sary to achiev e rents within the mea ns of' slum dwellers. 
The annual subsidy i s thus an annual contri oution by the ·tax-
payers to good housing simila r to the annual contribut ions 
fo r good scho ol s or good roads . 
These a re in brief t he mechan ics of the ~ousing 
_t:..ct . 1-~.mong its many provi s ions , one morE me rits attention 
h ere . Construction co s ts a re limited to $1,000 per room and 
.ri4 , 0 00 per dwelling in most citi e s and to $1, 250 per r oom 
and ~5 , 000 £er dwellin~ i n cities with popula tion i n exc ess 
of 500 , 000 . 
By this Act a lso the United Sta t es ::-;.ousing i-..uthor-
ity was empowered to t ake over and dispose of by sale or 
lease the projects of the Housing Division of the P . w. A. 
(For further study , see the complete ana l ys i s of this Act by 
the Depa rtment of the I nterior wh ich is included as APPEN-
DIX A. ) Thus we have the modest oeg i nning of a long-range, 
slum- c lea rance , low-rent housing program. 
1 
In many r espec ts this law is a right-about face. 
1. Public housing which wa s orig i nally conceived a s a n 
emerg enc y measure i s now r egarded a s a permanent pro -
gram. No longer is it a "means to an end " for re -
lie f labor. 
2 . Congres s has reco6nized the r espons i bili ty of govern -
ment to provide de cent housin~ for those unable to 
obtain it by traditional means- -federal subsid i es 
a mo unt i ng to as much as 60% per year , plus l ocal s ub -
sid ies, may soon permit ne w homes to r e nt for one -
half as much as f ormerly . 
Straus, Nathan , "Current Hi s tory , " (New York , March , 1 938) , 
p . 22 - 23 . 
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3 . Par adoxically, the Federal Government "walks out 11 of 
the b usiness of building h ouse s and place s the ::P500, -
000 , 000 11 housing baby " on the community doorsteps . 
It propose s a decentralization of initiative and r e-
sponsibility. J-Iowever, a t present 11most cities can-
not decide whe ther this new baby is a spoiled, ex-
pensive little brat, or a little princeling i n dis-
guise, wfo will shower benefits on those who take 
him in. 11 
The u. s . E. A. i s f rankly philanthrop ic with the 
primar y purp ose of clearing up the country's worst slums and 
0 ivin5 adequa t e housing to regularly employed , reasonaoly 
solvent slwn familie s. Projects are not des i gned to compe te 
with priva te ind us try for the Eousing Act spec i f ically r e-
q uires that U. S . H. A. housing projects s hall b e open onl y 
to families of low· incorne now living under subs tanda.rd condi-
tions and conseq uently entirely out s i d e t he mar ket f or pri-
vate enterpri se . I ts cost? Hho can say t hat it will be 
g rea ter than the present cost of slum areas and blighted d is-
tricts. Its gain? Vfuo i s there to measure the va lue of 
even one human life? Let us not forg et though tha t even 
this subsidy has not reached those on relief. Again , I re-
peat, it is only a beginning . 
One particularly desirabl e feature is t hat of an-
n ual contr i butions rather than cap ital grants pa id ;:t t the 
time of construction. I n this way ea ch genera tion (in the -
ory, at lea st ) pay s for the housing of its 0 1;'/Il low-income 
~roups . It a lso reduces the temptation3 to extravagance in 
l and purchase , de sign ana construction. 
1 
3rnith , 3everly, 11 American !,1&gazine , 11 (:H-::w York , "t< ebruary, 
1 938) ' p. 1 7 . 
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It is to be hoped that t h is housing author ity wi ll 
work toward cooperat i ng and uniting the many angl es of the 
:\l.iew :Deal's housing program. I t is hoped that a common ob-
j ective, a sins l e policy and a 11 clearing up 11 of the present 
s ituation will result from the establishment of this author-
ity . 
All in all, the kCt g ives evidence of a marked a d-
vance i n understanding the practical probl ems of a public 
housing program . The trans f er of r esponsib ility and initi a -
tive to local authorities is co nclus ive evidence of t his. 
That i s where it log ically be long s--to the C01Th11Wlitie s which 
stand to benefit. 
Potentialities 
Already approximately 50 projects have been an-
n ounced under the u. S . H. A., "and funds totaling ~168 ,000 ,-
000 have been earmarked :for t heir completion . 'I'he cities 
range f rom New York to Mount Hope, West Virginia (population 
2 , 3 61 ) • 111 An exampl e of wha t i s expected f ollows : 
Hard by the :New Orleans doc ks a re some of the 
worst blighted areas in t he Deep South--rows of substandard 
house s knovm to their inhabitants as Bedbug ~ow and ·J:'he Buz-
zards and 'l'he Yellow Dog , and ' he Hed Devil and The Lizards . 
In t hese sections rents for either white s or ITegroes range 
upvvar d frorn ~~4 per r oom per month ; running water and toilets 
are avai l able i n ·oa. ck yar d s only; and as many a s 40 people 
share t wo incredib l y fi lthy privies . Two a r ea s have been 
lifted out of this slum by the New Orleans Hous in~ Authority 
--one a white section, the o ther Ne6ro. In the latt~r, the 
iJagno lia development , 656 dwel ling un its wi l l be constructed 
with more than 1 8 acres of' l awns and walks and pl aygrounds . 
1 
Fortune , (New York, l<Iay , 1938) , p . 96 . 
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The total cost will be some $4 ,500,000 including land a nd 
the d emolition of slum houses . Of this, $4,050,000 repre-
sents a u. 3 . H. 1~ . loan. Rentals will average ~3 . 90 p er 
room per month. This will provide annual income of some 
•.?1 21, 680 . But against this must be charg ed $ 166,500 for 
amortization and interest (the project is tax free ) and an 
item of ;?11 5 , 860 for operating cos ts . Hence the r ew Orleans 
project has an indica ted annual deficit of ,+) 160, 680 . If -c.he 
p roject were d es i~~ned to carry itself, rents woul6. nave t.o 
average $9 .05 per r oom per month. As it i s the '0 . s . H. A.'s 
3 •. 5 per. c~nt annu~l subsidy equ.a~s ~157,500 . ; t~e "1:lance of 
the def1c 1 t must oe made up oy t.he local authorl ty . 
The place of the United States Housing Act in the 
framework of A.merican Sovernment and Law is explained by 
Leon :r . Keyserling , Deputy Administrator and General Consul, 
United States £lousing Authority, in APP~FDIX B. 
Reca-Qi:t-ula tion 
To make the potential demand for housing effective, 
we stated that three things could b e done, i.e . (l) raise 
incomes (real incomes), (2) lov..rer the cost of housinc; , and 
(3) grant some sort of subsidy to cover the spread . 
I n theory, at l ·::ast , we have seen that the t;.,ederal 
Government b eg inning with t he d epression, and ending viTi th 
the Un it:.ed :3tates housing Act, tried to do a ll three. A.ssur:.'l-
ing that the dole was neither g ood for the i nd ivid ua l nor 
for the busine s s man , the J:i'ederal Government trie d another 
p lan- - that of bringing unemployed capital and labor together 
and that of employing labor to construct useful public work s . 
Although , admittedly, the question of housing vvas secondary 
(reducinc; unemployment and restoring purchasing p ov.rer be ing 
f irst) it was nevertheless important . 
l 
li'ortune , ( New York , 1·/iay , 1 938 , p . 96- 97 . 
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Ar g wne n t.s f'o r a nd a gainst. the hous i~ pro _.;rC::Jn o..r:' 
the :~ederal Government l1ave be en many and v c.t rie d . In t,ene r-
c:. l the a r g uments in i'avor of' what. -c.he F'ede.cal Uovernment has 
done a n d p ro poses to do are a s fo llows: 
1 
1. Lower interes t rates and lond er E.lmortizb.ti on period s 
have oe ·:n secured by elimina ting risk . (And even 
its most bitter critics a c Knowledg e this. ) Thomas 
;:) . !:'olden says, '1The ':'' ed eral ~-.~.ousinc:: . .:,dministration 
with its authority to ins ure home - mort ;age loans up 
to 80Jb of appraised value, has done much to popula r-
ize and 5rea tly oroaden the use of mortgages provid-
ino" for monthly payments of intere s t and amortiza-
tion , and to e l iminate the obnoxi ou s , extra v agant, 
and unsound se cond mortgag e whic h 'N1s in a l mo s t uni-
versal UBe in pre- de pre ssion days." 
2 . Sl um areas a r e Oeing wiped out and bligh ted a rea s 
are be ing restored to their forEler efi' iciency . 
3 . Some effort at popul a tion control i s being made . 
-s: . I deal, p lanned communities a re offered a s demons tra-
tions of wha t can b e done . 
b . Larc6e - scale buildin.~ offers a means of lowerin6 t.11e 
co s t of c onstruction . 
6 . An approac£1 f ro r11 a regi onal st.andpoint is oein,6 made 
--the Subsistence ~--ome 3t.ead _.,:ovement i s evidence of 
this . · nd the g rea t Tennessee Val l ey experi ment in 
reg ionalism , althouc:;h not, s p eci:L'ically linked to 
housing , inevitaoly emora.c e s i t vv ithin i t.s scope . 
7 . The present decentralizat i on as called for uncler t h e 
u. S . ~-;: . A. i s part icularly favorable toward city 
p lanning . Langdon Po s c says, nThe menace o:t' the 
slwn is n a tional in its effects but its solution 
must be applied locally . It d emands federal aid -out 
requires local administration fo r its cure. Tio ·ou-
reau i n Wa shington could possibly cope successfully 
with the acqu i siti on , development , cons·truction and 
operation of a huite housing pro2:ram spread ove r the 
country i n hundreds of c ities . Eac h city is con-
fronted vd t h its 0\m particula r problems requiring 
Ho l den , Thomas s . , "The i"tlantic , r~ (Boston , i:,!arch, l S38) , 
p . 324 . 
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their own spe cia l cure. ~~ach state has differe n t 
l aws . .And ea ch locality has its own cu s toms , its 
own standards and i ts own prejudices. . •. The ne -
cessity f or d ecentra liza tion appears ·vii t h spe cia l ur-
g ency in the rela tionship b et11 een a housing prog ram 
and city plannin<s · If the slums ar e t o s t e.y cle ared, 
and i f t he g rowth of new slums is to be permanentl y 
prevented, the needs and dev e lopment of every phase 
of a city ' s life must be prope rly rela ted. 11 1 
Argumen t s opposin_g this movement are: 
1. Costs have increased und er g overnment rranage ment. 
2 . Projects have h oused p eopl e wh o could well afford to 
pay for priv<..:;_ te commercial housing . 
3. The H. 0 . 1. c. has acqu i red many "souril mortgag es. 
Si dney Hill i n 1'Housi ng Under Cap ita lism11 sta tes 
tha t the HOLC alth ough set up ostensibly to "re lieve 
t he d is tresse d home owner, a ctually relieved t he fi -
nancial i ns titutions . I t took over their defau l ted 
mortg~ges anj thus saved a hug e portion of their i n-
vestments and pro f i ts . .. :Real esta t e values t hrough-
out the count ry also sto ppe d t heir d ownward trend . nz: 
nd "Fortune 11 sta tes, 11 The so l e purpose of the HOLC 
was to acquire sour mortgage s . Cbvious~y many of 
these have remained p ermanently sour. 11 
4 . Indu stry will take a dvantag e of "che ap lab or n vvh ich 
is p ossible when rorkers can suppl ement t he i r v"luc:;es 
with part-time farming . 
5 . Sasier credit by means of long er amortization periods 
is unsound . '' The p l an , many bankers be l ieve, vvill 
work only as l ong as costs rise or &t least remain 
constant; lower buil ding co s ts mi ght cause d isas-
trous repercussions.n 4 Lower construction costs i n 
the future might find a g overnment f i na nc i&lly em-
ba rrassed by means of the present under\vritin,; and 
ovmership . 
r aken as a wh ole' however, the big question is t he 
q ues tion of government subsidy . 
l 
2 
3 
:fost , Langdon ',;.; ., " The Chal l enge of Eousing , 11 ( New York , 
1 938) , p . 201- 202 . 
Hill , Sidney, "Housing Under Cap i tali sn , " (Hew York , 1~;35) , 
p . 14. 
:,'ortune, (Hew Yor k , Ivia y , 1 938) , p . 94 . 
4 
Ib i d . p . 96 . 
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Evaluation 
r.t;y ovvn op inion is that the i d ea back of all the 
J:i"'edera l Government's p l an f or b ette r housirg is a splendid 
one--one wh ich de serve s our careful tl1ou5ht , consideration 
and c ooperation. ~,;~ore t ha n any othe r present na t t.empt to-
war d solution, 1' the F'e deral Governrnen·t ha s within its p owe r 
the means of betteriDt-:s the housing situa tion . 
To criticize f a ir l y wl-at the .f:i'ederal Govern.~'1lent 
has attempted and i s a ttempti ng , we mus t realize and recog-
n ize the fa ct t ha t the people in char g e have been fa ce d and 
are fa cing a tremendous task--one wh ich ha s and will require 
almos t super hurnan effort t o co pe vii th . 1J e cannot ignor e t he 
cond ition s under which this pro gr am wa s launched . 
It is true, t ha t failure ha s b een the ·rewar d of 
some of these attempts . It is true tl:J.a t costs hav e been ex-
cessive and nothing to be p roud of . But--we must rememoer 
when crit i cizing ar£1. weighing this failure that this wa s a 
new experience--and a.n experimen t , in some cases. In the be -
g inning , arrJ for some of t he d ivisi ons interested i n housing , 
demonstra tions onl y were attempted . Careful reading of g ov-
ernment bul le tins s h ows this to be true . '"or instance in 
"Urban Hous i ng , r' the Stor y of the P . W. A. Housi ng Divi s ion 
(1933- 1936) the foreword sta tes: 11Accordingl y the i:i'ederal 
Government undertook to show , by means of d emonstra tion pro -
jec ts throughout the country , how this g rea t need for urban 
low- rent housing could be attacked ..• These projects are 
not intende d to solve t he low- rent housing problem. Ra ther 
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they consist in a pra ctical demonstration to serve a s a yard-
stick of experience in the activity tha t lie s ahead. They 
off er to municipa litie s a ll over the country a me a sure of 
solvability. Their true value is a s components to a f uture 
program. "1 This is not an unusu a l sta tement, but is cha r a c-
teristic of the attitude of thos e engag ed in t he task . "·, or 
is it a n excuse for f ailure. From the beginning , they have 
be en trying t 
To learn by experience is always ~1e costly way. 
But to learn o. t all is something. That the E<' edera l Govern-
rnent has lea rned is evid enced in the new Gnited States .2ous-
ing Act. Careful analysis of this Act reveals t h e:tt pa s t ex-
p erience has b een heeded. Direction as well as momentum can 
n ow b e e xpected. 
I t i s to b e regretted that the Housing Division of 
the P . W. A. did not pay more a ttention to costs. r:.. s u su a l, 
some Americans looked at the cos t first and the bene fits 
last. Beca use of this much unfavorable publicity resulted. 
Undoubtedly, in the field of fi na.nc ing , the Federal Govern-
ment has a ccomplis hed much . Let us hope that the f u t ure 
will includ e more study on the q uestion of bu ildi% be t ter 
houses at less cost. 
The Federa l pro gram recognized the problems of 
slum and blighted areas, population drift and control, 
planned communities, larg e-sca le construction, specula tion 
and risk, taxation, and finance. These it has fac ed and is 
1 
Ur ba n Housing , (Washington , 19 36 ) , p . VII- VI I I. 
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continually studying . To these problems , it should e.dd the 
problem of reduction of construction costs. 
''fe find ourselves no w with a workable law, a per-
sonnel which is g rowing in streng "0 and cha.racter, and money 
avai labl e for construction. The next step is to &ro use pub-
lic op inion. E,~ore people are now housing conscious than 
five years ag o, but not enou&~ people are h ousing conscious. 
Local public opinion must be aroused. Not until there is a 
sufficient local demand will t he clearance of slmns and the 
provid ing of d ecent housing ac tua lly become a national pro-
gr am . Persistent and wide spread educa tional activity is ne -
cessary to overcome the existing inertia. In the meantime, 
the Federal Government, under the able leadersh ip of Na than 
Straus, a man who i s truly i nterested in ridding our country 
of s lums and blighted a reas, wi ll go on testing, collecting 
experience , and waiting. 
Undoubtedly , the United 3t a tes Hous ing Act is not 
p erf ect. Und eniably, it bas its faults. But it i s a begin-
ning . Civilization and national security d errand tha t al l 
citizens be decently housed i n homes that are safe , sanitary 
and conducive to wholesome living . Soalso doe s economy , for 
slu.rns levy a heavy toll upon the pub lie treasury tr..rough dis-
. ease, criminality , and industrial ineff iciency. 
Governmental procedure is always cumbersome and ex -
pensive. Red tape, civil service, politics, et., etc. must 
alwa ys be encountered. Unless, however, private industry 
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can demonstrate tha t it can and wi 11 house unskilled workers 
in sound, well- planned , economical houses , a t rents vvhich 
they can pay, g overnm::mt must asswne this responsibility. 
CONCLUSION 
Without a single doubt, the United States today is 
faced with a housing problem . Put the per cent at v.Jhat you 
will, there are too many families (both rural and urban) liv-
ing in substandard homes. Socially and economically, the 
cost of slums and blighted areas is too high. For this lux-
ury, we pay too g rea t a price. Technically, the United 
3tates has the capacity to both produce and consume more and 
better housing. Economically, however, the problem is not 
so easy. Supply and demand have not reached this situation 
beca use the cost of new housi ng and the distriuution of in-
comes are such that grea t numbers of our population cannot 
present an effective demand for new housing . To make the ac -
Knowledged potential demand effective is the big ,joo of hous-
ing reformers. 
Three methods of a ttack are possible--
1. Haise incomes (real inco mes) . 
2 . Lower the cost of housing . 
3 . Grcmt some sort of subsidy to cover the sprea d. 
Although tr1e h ousing problem cannot be s o lved b y 
iti:,'TIOring the f irst, what is being d one to accomplish thi s is 
outside the range of this discussion. tvlat is being done to 
a chieve the second and third is 11 part and parcel" of this 
thesis . 
- 202-
Some of the important determining factors in the 
situation were found to be as follows: 
1. Land Cost 
2 . Construction Cost 
3 . Financi ng Cost 
4 . 1-.llaintenance Cost 
A very brief review of each is presented. 
Land 
Land is partial ly a product of its environment. 
Bec o..use of this it has both a pre sent and potential va lue. 
Due to an ever-increasing population and the rapid shif'tirl6 
of land from one use to another in the past, this potential 
value played a large part in creating t.he present housing 
situation. Our conclusion , hov1ever , was that the future 
would probab l y see a d eflo.tion of real estate values and 
that eventually the cost of improved land INOuld represent ap-
p roximately one-fifth or even less of the total cost of ere-
a ting a h ome. The real problem of land was seen not to be 
merely a problem of pr eventi ng further specuktion, but more 
a problem of the future utiliza tion a..Tld economic use of land 
and the control of shifting industri es and nei gh borhoods . 
.::<,rom this point, industria l and resid ential movement ru1d 
growth mus t be i ntelligently controlled. 'Nhen this is do ne 
stabilized land values and land prices based on use value 
rather than p otential value va ll result. 
Construction 
Construction represents approxim...qtely 70% of the to-
tal cost--with 6 0% cha r g ed to materials and 40% charged to la-
bor. 'l'his cost, in contrast to the general downwa r d trend 
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of wholesale prices, particularly in the field of f a ctory-
made g ood s, has been movinJ almost steadily upward. Part of 
this increase was legitimate and desirable . Bathrooms, fur-
nace he c:,.t, electric lights , etc. are a real gain. Neverthe-
less , they have added to the total cost . The other part is 
due to the lack of mechanization and organiza tion found. i n 
t he b uilding ind ustry . l~lthough the second or third l a r ge s t. 
in the country , this industry has remained in the 11 horse and 
buggy 11 stage . Beca us e houses have b een lar6 ely "hacke d out " 
on the spot , the result h.a.s been hi,~h labor cost s , rlici,ll 
sales costs and o pportunitie s for p rofit to a large numb er 
of middlemen. The future must witness a change in our con-
ception of a home - -mass production d emands this . 
financing 
Althoush financing represents only ap proximately 
10% of the total coa t of tl1e ordina ry home , w2 found tha t it 
was i mportant not only as far as its 10% share was concerned, 
but a lso because of the fact tha t ~:mall reductions in inter-
est cha r g es effect g rea ter proportionate ch .m g es than d o sim-
ile.r changes in the other prime costs of land labor . ·roba-
bly over 90 ;:6 of the homes of today a re purcha sed on credit. 
Beca us e an ever- increasing proportion of our workers a re ·d e-
p endent up on d eferred livelihoods, it is particularly i mpor-
tant tha t a continuous flow of credit be esta olished to keep 
our e c onomic system i n balance . Ri sk should be eli.rninated - -
then mortgage money rates could oe mad e to approximate p ure 
i nte r est rate s and longer am ortiza tion peri c:ds could ·oe 
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granted . 1 Under existing condit ions, however , banks a re jus-
tif ied in charging current r ates . Cooperation of lendi n6 in-
stitutions and s i mplification of credit instrwnents would 
help . Conso lidated home - mortgage bonds , ~.ve ll- sec ured and 
wi de l y availab le f or i nvestment, is a pos sible solution. 
flaintenance 
Maintenance brought us to the important subject of 
taxation. Generally speaki ng , until very r ecent l y , approxi-
mately 80% of state and local taxes vms derived from real-
estate taxes . ~1ifhile a satisfactory means of providing ade-
quate revenue, this form of taxation has not been so satis-
factory fr om the po int of view of j ustice nor the s ocia l 
view of the r equirements of taxation. Naturally , this vvas a 
heavy burden on the home owner . 1!:/i thin the l ast few yea rs, 
this problem has b t2 en the subject of much study and criti-
cisrn in the United States . Today the trend is toward pro-
gressive i ncome and inheritance taxes (and as usual, the tax 
1
'represses its base 11 ; result: less income and inheritance 
to t ax) as the main sources of governmental revenue . ~cc om-
panying this, most tax reformers advoca te the desirab ility 
of untaxi ng buil d i ng s and of.' raising r eal-estate' s share of 
loca l public revenues l arge l y f rom the l and r ents created by 
gover nmental expend itures, and by the growt h or concentra-
tion of pop ula tion . Hand i n hand with this, must g o s ome 
system of civic or neighborhood planni ng . 
"'***** 
l 
In this coru1ection, t he recent development o f the Bowery 
Savings Bank which offer s i nterest at 4"'4,% is worthy of att en-
tion . 
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In the Unit ed 3tat ~s it i s neither possible , prob-
able , nor des irab l·e tha t every vvage earner should be a horne 
owner . It is p os sible and des irable though tha t every vrage 
e&.rner iJe ab l e to rent a satisfactory home. 7hether renting 
or owni n :<i , h owe ver , the r~e ed for more and better housi % is 
still the same , and the same fa ctor s s ti 11 under l y and moti -
va te the si tu -S~.ti on I.Jhe ther the owner oc cup ie s the house him-
se l f or rent s to others . 
"'***** 
Cor.o..rnerc i a l ::-tou si rv · 
Commercia l housing , a s we have seen , has not pro-
d uced satisfactory :ce sult.s for Americans as a whole. Grgani -
zation on the ·oosis of the contra.cti ng system , and l a ck of 
' 
mechanizat ion and organization as a whole, have inde e d been 
d iscour&i~ing. The only ·ori~ht sp ot in the picture a.s far as 
commercia l housing i s cone erned is pre fabri c D.t ion . Undenia-
b l y t h i s offer s one means of' r a tionalizing t.he build i n,g in-
dustry . Lendi% itself to rrachine ) ro duction , it would ga i n 
all the e conomies of modern mass production . ...:.las s produc-
tion , however, calls f or e. mass HHrket . 
Closely connected with pre fabrication (and almos t 
a part or' it ) has ·oeen the see;.rch 1.. or new ma teri a l s Wl.d ~_,:ne 
oetter utilization of kn::;wn ones . Some pro es-res;:; has been 
;ne.de in the us e of s t eel , co ncre ·te, esl ass and cotton , but a l -
t hou6h acld int; many adv e.n t::tg e s , they have done practically 
nothin_:S to reduce costs . 
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I f p r efabric .:-J.tion is to oe t he so luti on, t :ne con-
surner rr ust be e duc&.ted . ~:i tandardization i n desi gn ~nust be 
made acceptable to the a verage pro spe ctiv e h ome owne r . 
_Qoo u e ro.ti ve 1-ious i% 
'rhe c oopera tive movement a lthough v e r y succes sf ul 
abroa d and r e spons i -ol e f or 1nw..:h cons truc ·t.ion t here , lJas ma d e 
little headway i n t he United :3ta t e s. T;e r.tave bee n t oo f ortu-
nate i n t he expl oitc:.tion oi' a ne:w country and too individ ual-
istic , t oo c <=.t reless and too i mpc.. tient to be bothereG v,itn 
s uch a rnove 1ne nt . Althou~n el L1ina ting 1' e xcess pro f i ts , : un-
d ue waste am spe culation, and wh ile gainin.; some e c onOit1i es 
·oecause of l a r ge- s c e;,. l r; bui l ding , the reformers in tllis f i e ld 
a re still faced with 
1. Hi gh land costs. 
2 . .t-: i gh construction costs . 
3 . Lar ge investment ·which is nece s sa ry . 
4 . La c k of credit necessary fo r .construct i on. 
b . Lar ::;e and s t ao le mar ke t for the f inished home , i f 
t h e ovmer l .s.t er c1 esir es to s e ll. 
6 . :- :igh f ifl..anci ru costs . 
f o p l a ce a f ew coopera tives in a cap ital i sti c coun-
try will never solve the pro ol em . If the en tir 2 country was 
a coopera tive country , it wou l d ue a d i fferent lJll:i t t e r . l.iean-
while , they a r e a i c. i ng a fe 'N , but l.oing l i t tle t o so lve the 
pro blew as a viho le. 
This t ype of co •.ipany , l ike the coope rat ive, has 
p l ayed an i ns i B;nif ic an t par t i n s upp l y i nc; l ov;-c ost h ousi% 
f or the many, b ut, n everthe l ess, it has nude a tanz:Si b l e ef-
f ort to :nelp . The chief aim of t he limit ed dividend compan y 
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i s a l s o to e l imi nate sp ecula t i on . Thei r oelie f i s t h 8t i f 
t he b ui l de r of a lE.rg e - s c a l e hou si ll6 d eve l opment \fi l l t rea t 
h i s pro pe rt-y as a n inv es t ment and oe co nt ent wi u-. em inv 2st-
.Lent y ie l d , it wi ll pro v e sound and provide an a d enu a t e d e -
tJ enda-ol e i n vestment r e t urn . This i s n ot mere l y a b eliei' , 
but an e s t ablish ed fa ct . In tl1e pa s t, nany l i mited di v i d end 
co:n ani es ha ve 1Jroved th i s b ey ond d oub t . 
A& i n , a lthou.J"l an a dmi ra b l e a t t empt , i t has 
t ouched onl y one part of llle r_:, r o l:l l em. It ha s -one r.o trd n:;; 
·oy i t s e l f to l ower co ns t ructi on co s ts , f i :nallci rJc; co a t s , lana 
c ostv , e t c. It ha s r e lie d e n ti r ely on tl1e elirn i ru t i on of 
spe c ul ution and t he .:;a i n der i veJ :f r om larg e - s c a l e c on str ue -
tion . lhe i r ch ief value ha s b <= e n i n calling pa rti cula r at-
tention t-o th r~t one ang l e . They hav e a l so been h e l pl' u l in 
sett i r_.g s tand ards , crea t ine{ a nd bu ildi ~ pu bl i c op i n :i.on . 
Co!QJ?.any Tovm£ 
I n the past c oil pany t owns wer e i mportant i n h ou s -
in~ the pe o l e 0.1. the Un i ted '3"Lat e s . Particu l a r l y i n the 
mi ll v ill ag e s o f the s outh er n cot to n man ufa c turi ncr c ent er s 
and t he mi nin_; towns , t.h i .s t ype of hou s i n~: r ea ched si.sn ifi -
cant p ropor ti ons . 
Theore t i cal l y , th i s t ype of h ou si n,__; sh oul d be ad-
va nta ge ous--particularly i n i .so l a t ed p l a c es . :::: r a ctical l y , 
r-,oweve r , we f i nd t hu. t i t lla s fa ile d . :Suc ce s s f ul e x.cu ipl es 
r1av e be en la r gel y d ue t o ex c epti onal nlctna6e lilern. . r h ilC::J..ntr,ro -
py , or pat er na l isJ;l , (call it wh e. t y ou wi l l ) , i s no L. whcl t t h e 
a v erage Am2r i can des i re s . I t ha s no par t in the ; -..m2r i can 
s che12 e of th in~· s . 
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•3e ners. 1ly speaking , h ousing o ~ this type g iv es to 
t he co tn~)e.ny a d e;re e oi' e co nomic anj polit ic a l contro l wh ich 
i nte r "'ere s with bo til t:ne .~.· r ·~ e th i n kin,:; and a cting of both 
s i d e s . 'Jith i n recent y e ar s ooth em1 l oyer s o..nd empl oyees 
have sh i ed a way f rom t.h e co mpany to vrn . 
Yet i nd ustri a l hou s i nc; , on a regi ona l scale, i s a 
nee d of t h i s country . J us t h ow can it oe me t ? 'l'h:::tt i s an -
other p ro -olem of housing . 
The t<'edera.l (iov er nment 
The ~ederal Government since the J epr ession has 
been mo r e a ctiv e th~::m a ny other a gency i n attemptin~· to 
so lve t he h ou sir~ pro b le;n. It has a lso J.J roceeded on a road -
er f ront than c..ny ot tbe oth er agenc ie s wh ich 'tB b.s.v e men-
tione.j . Its a c tivitie s durin · t he per i od fro m 193~- 1 ::13 ;3 
we r e cla .ssif i e d as fo llo rs: 
I . :Sme r g ency Loans to ;: revent "t. 'ortc:Sa~e ..b'oreclos ures: 
1 • The ::.'e d e :r·a l EoiP.e Lo CUl Bank i.::J.oard 
B. The I-Iorile Ov.rne rs ' Lo a.TJ. ~ orpor e:. tion 
C. The ? e de r ul Sa v i n .s s and T..1 oen J;.S soc i e::. ti on 
D. " he ? ederal - 3 e:t vir~ s and Loan In .sucanc e -.::or-
po a tions . 
I I . ., i na.nc i % Pr iva te Loa.TJ. s f or l :odern i za tion an:l Con-
struction : 
. The Fe dera l Eousi n; !:.dmini s tration 
B. The He construction !.<, i nance Corpor <= . .~:t ion 
I I I. .Ji rect ·:..,xpend i ture s for =·:ew Build ir:J,:S l:·rojects: 
iL h e =-ousirl,:?; Divi s ion of' ~' . ·: • • :.. . 
B. rhe R.e se ttlemen t ~~dminis trat ion 
1 . Subs i s tence Homesteads 
2 • .3.ur al R.e set t l ement 
3 . . 3uourban ··(esettleJ .• ent 
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'.I'h e Fe a era l Eome Loan :Jank with i ts thr ee d i vi-
sion s (The l~o 11e C:wner s ' Loan · or pora·tion , .i'he J1'e dera l -)av -
in_,ss a ni Loan J,s sociation , c::nd the .C:'ed eral 3avin.:.; s a nd Loan 
Insurance Cor}Jorations) atten.1pted to 
1 . Create a c entral reserve syste111 for rnortcsage l endi% 
i ns titutions. 
2 . f eiinance nortt_;a.::, es on srr all homes in case ::o \Vhere 
t he home owner 11 ras threatened wi t r1 f ore closure and 
was unabl e to refi nance h i s morte;age throu6h 1;r iva te 
sources . (1vioney to ay delinqu ::nt taxes e.nd as sess-
ments and money to make nece s sary rep:.t irs was also ad-
vanced . ) 
Intended as an emergency measure , l oans \ rer2 re-
stricted by the Corp ora t:Lon to home ovme r s who were in i _vol-
untary default on J une 1 3 , 1 933 or whose default a.t a later 
da.te vvas due to circumstances beyond th e ir cont ..rol. 
'I'he H.ou sing :Oi v i sion of the ? . ';/ . A. , unlike the 
Federal -:-::ome Loan 3a.nk :aoa r d and the _;'ederal .1.-ousin.:::; _·,drnini-
strcttion , was a d i rect a t t.emp·t to p lan , deve l op , and con-
struct d emonstrati ons of goo d l ovv- rent housing ior lo 1- in-
come fcunili2 s . I t 'l'fas not i ntended to bene f it pr e s en-e nome 
ovmers or l ending ins ·ti tuti ons . . '- lon.~ thi::; same line , t .!J.e 
nesettl eme nt .i dm inis trati on with i L.s three div :Lsions (The 
Subsistence Eomes teads ,_:::orporation , Rura l Hesett l ement and 
.3uourban Hesettl ement) a i med to co nd uct experiments to hel ;:. 
col rect the over- bal ance of p opu l ation in industri a l c enter s . 
Communi ty p l anni ng was ·i efi nitely cons i dered by this c:tgency . 
The ~ ederal housin~ '' dmin i s tration , \'lith t he aid 
o , L.he .deconstruction :?in.ance Cor p ora t i on , h&.d for its p ur-
uose the insuri n0 of loans. It a ·ttempt e d to make pr iv c.. te 
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cap ita l ava ilable to individuals by ins uring f i nancic.. l i nsti-
tutions at:?,ainst loss on s uch loans . I t d oe s not lend money . 
I t mere l y l ends cre-d i t . The Reco ns truction Fi nance Corpora-
tion ' s part in tbe p lan Wc;.S to allow l endi ng i nsti -c.u.ti ons w 
dis count vd th it the mortgage s so ac quired , thus ma i ntaining 
liquidity . 
h1lether the Fe deral Gov er nment was succe ssful d ur-
ing this perio d i s a much debated q uestion . At any rate, it 
was part.icu l ar l y a ctive . The rmii1 is sue in t his f ield was 
tha t concerning s ubsidy . And for better or for worse , the 
United :Jta t es Eousing Act was pa ssed in l S37--a n aE',"ency 
whic h very d efinitely provides a s ubsidy f or certain c:roups. 
I'hi s Authority vli ll lend money and technical a s s i stance to 
loca l p ublic housing agencie s f or the construction of l ow-
rent housing projects Emd vvi Ll j oin those a genc i es in provid -
in,5 the s ubsidy ne cessa r y to bring the p roje cts wit hin the 
means of s l wn dwe lle rs . 
': l ith t ne pa s sage of thi s 1-.ct , we f i nd thc.t t housinc; 
i s no longer consi der ed a s a n emerge n cy me asure . It i s novv 
regar d ed as a p~ rmanent prog ram . :t· .. !ost auth orities a l so 
agree that this Act shows v er y co ncl usively the resu l ts of 
experi mentation and s tudy wh ic h took p l ace during t he d epres-
sion y ears . The shift in initia tive a nd respons i bility f r om 
t he shoul ders of the Federa l Government ·to the local au thori-
t i es , and the "pay as y ou go" plan seems t o ind ica t e this . 
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The pr e sent h ousing s ituati on , mi rrorin5 a l mos t ev-
ery ele~12nt in our s o c ia l and eco no;:n.ic l i fe , i s the resu l t 
of many cau s es . .dec c~. u s e of this , as vife have seen , ther e: are 
ma ny f actors t o b e reckone d wit n . 
Up to and inc l ud i n6 the pr e s ent , the housing p r o b-
lem has been bi g_:?;er than any one s i ngl e p ro g ram adopted f' or 
its solut ion . 'l'he buildi ng industr y (with its new mater i a l s , 
new wa ys of usi% old ma teri a l s and prefabric c:-~.tion ) , c oopera-
tive s , limit ed d ivid end as socia tions , indus t rial co mpan ie s 
and the Federal Gov ernment have a ll tri ed to so lve this knot-
t y problem. To so me extent, o.nd e a ch i n its own way , the y 
have be en s uccessful . ' 'Jit h ou t a doubt so me peo :·Jl e are ·oe t-
ter housed be ca use of them. -ii th ou t a d ou bt, too , they have 
be en i mporta n t f r om the point of view of experimenti ng and 
test i ng . Und eniably they have contri uuted tovvard t he f inal 
solution. The failur e of the ir end ea vor s to rea ch the u l ti-
mate c50al, however , lies i n the ir i nabi lity to conceive o:t' 
the prob l e1n as a whole . Their pro . .:::·rarns have been inco1 •.f-· lete 
--they have f ailed t o i nclud e and me et all the i'a c t ors i n -
v olved . 
How t h i s s itua tion will be met can onl y b e a mat-
ter of conje cture . Perhaps n o one p ro ,sr am can me e t a ll t he 
e l ements of the s i tua ti on. Perhaps severa l p rog rams vvorking 
s i multaneously will b e ne ces s a r y . T; ltirne.t e l y , however , t he 
;-.ousing pro blem must be solved , but tha t time will not come 
unt il you and I , work i ng to gether, de cide t o so lve it. 
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The United States Housing Act of 1937, commonly 
known as the Wagner-Steagall Housing Act, creates the United 
States Housing Authority as a permanent corporation in the 
Department of the Interior. The purpose of this Authority 
is to promote the general welfare by relieving present and 
recurring unemployment and to extend financial assistance to 
public housing agencies for the housing of low-income fami-
lies who are living under unsa fe, insanitary or slum condi-
tions. To initiate this program $50o,ooo,ooo will be made 
available for loans by the is s uance of federally-guaranteed 
bonds of the Authority. In addition, the sum of $26,000,000 
is authorized to be appropriated for the purpose of provid-
ing funds to meet Federal annual contributions and cap ital 
grants and to pay administrative expenses of the Authority. 
The Act contemplates a non-Federal program consist-
ing entirely of projects locally constructed, locally owned 
and locally operated. Unlike the Housing Division of the 
Public Works Adrninistration which undertook a program o:f Fed-
eral construction, the United States Housing Authority will 
have no power t o construct projects, but will be limited in 
its functions to furnishing financial and technical assist-
ance to local public housing agencies. 
To get a general understanding of how this Act 
works, it is advisable to consider its seven salient provi-
sions. 
Agencies Eligible for Aid. In the first place, on-
l y public housing a gencies are eligible to borrow money and 
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receive a subsidy from the Federal Authority. No aid under 
the Act may be g iven to individuals or private corporations. 
A "public housing agency" is defined in the Act to include 
local housing authorities, municipalities, counties and 
states which are authorized to undertake and finance housing 
projects under proper enabling state legislation. It is gen-
erally expected that the public instrumenta lity which will 
participate most in the national housing progr~1 will be the 
local housing authority, which is a public corporation, with-
out taxing power, created under state law for the sole pur-
pose of undertaking low-rent housing and slum-clearance proj-
ects. At the present time 30 states have laws which provide 
for the creation of such housing authorities, although some 
of these laws are not adequate. 
Local Participation in Development Cost of Pro,ject. 
The second important requirement of the Act relates to the 
local participation in the development cost of a project. 
Where annual contributions or capital grants are made for a 
low-rent housing project, the local housing authority may 
borrow only 90 percent of the cost of developing the project 
from the Federal Authority ; consequently it must obtain the 
rerr~ining 10 percent from other sources. This portion of 
the cost of the project may be obtained from the municipali-
ty in which the authority operates as a capital subsidy in 
the form of cash, land, services, or improvements a s to 
which a special assessment normally would be made. I t may 
also be obtained as a loan tr.Lrough the sale of bonds of the 
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local housing authority on the open narket or to the munici-
pality. The loans by the Federal Authority will bear inter-
est at not less than 3 percent (present going Federal inter-
est rate plus~ of l percent) and must be repaid within a pe-
riod not to exceed 60 years. The local loans may bear a 
slightly higher rate of interest, not inconsistent with main-
taining the low rent character of the housing projects. 
Forms of Federal Subsidy. The third salient provi-
sion of the Act relates to the two alternative forms of sub-
sidy which may be made by the Authority: the annual contri-
bution method and the capital grant method. Under the an-
nual contribution form of subsidy, armual contributions may 
be made by the Authority over a period of years not exceed-
ing sixty. These contributions arE: limited to the amounts 
and periods necessary to assure the low rent character of 
the project, and may not exceed the going Federal interest 
rate plus 1 percent (at present 3-~) of the cost of the proj-
ect. Such annual contributions must first be applied to-
wards interest or principal of any loan due to the Authority 
from a public housing agency. New contracts for total an-
nual contributions may not exceed $5,000,000 per year for 
the first year and an additional $7,500,000 per year for 
each of the succeeding two years. 
The capital grant method, an alternative method of 
making subsidies to assure the low rent character of housing 
projects, w~y be made when a public housing agency demon-
strates that this method is better suited tr~n the annual 
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contribution method for achieving and maintaining low rent-
als. Capita l grants may not exceed 25 percent of the cost 
of the project, except that for the payment of labor used in 
the development of a project, a supplemental grant of 15 per-
cent of the development cost of a project may be made from 
funds for the relief of unemployillent upon allocation of such 
funds by the President to the Authority. Contracts by the 
Authority for capital grants (not including supplemental 
g ra.nts) may not exceed $10,000,000 for the first year and an 
additional $10,ooo,ooo for each of the succeeding two years. 
Local Subsidies to Supplement Federal Subsidy. 
The fourth principal requirement of the Act relates to loca l 
subsidies, to match the Federal subsidy. To supplement the 
Federal annual contributions, an annual local contribution 
must be made in an amount equal to one-fifth of the annual 
Federal contribution. This is the minimum annual loca l con-
tribution , however. The f a ct is that the local contribution 
must be suf ficient, tog ether with the annual Federal contri-
bution , to provide housing at rentals which can be paid by 
families of low income now living under slum conditions. 
This form of local contribution may be in the form of cash 
or tax remissions e.nd exemptions. The contribution repre-
sented by full tax e xemption of a project would generally be 
more than suf ficient to me et the req uirement of a 20 percent 
local contribution, but might be required to achieve low 
rentals. 
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To supplement the cap ital grant, the state of po-
litica l subdivision must contribute at least 20 percent of 
the development or acquisition cost of the project. This 
form of local subsidy may be in the form of cash, land commu-
nity services, tax remissions or tax exemptions. 
Elimination of Unfit Dwellings. The fifth require-
ment of the Act relates to the elimination or repair of un-
fit dwellings. The Act requires the elimination, by demoli-
tion, condemnation and effective closing, or the compulsory 
repair or improvement, of an unsafe or insanitary dwelling 
unit in the locality for every new dwelling unit in a hous-
ing project. The elimination of slum dwelling s may be de-
ferred in localities where an acute housing shortage exists, 
but, even then, the slum elimination must be accomplished as 
soon as this shortage is relieved. 
Limitations on Construction Cost. The sixth re-
quirement of the Act relates to the limitations on construc-
tion costs. To assure that durable housing projects will be 
constructed at costs low enough to achieve low rentals, the 
Act limits the cost of construction (excluding land, cost of 
demolition and non-dwelling facilities) of any housing proj-
ects. In cities having a population under 500,000, the aver-
ag e room cost cannot exceed $1,000 and the average family 
dwelling unit cost cannot exceed $4,000. In larger cities, 
the limits are $1,250 per room and $5,000 per family dwell-
ing unit where such higher cost is justified by reason of 
higher costs of labor and materials and other construction 
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costs. The Act also requires inexpensive designs and materi-
als, economy both in construction and operation, and average 
construction costs not exceeding the average cost of dwell-
ings produced by private enterprise under similar conditions. 
Low-Rent Character of Project. The seventh re-
quirement of the Act, and one of utmost importance, relates 
to the character of projects which may be aided. The Act is 
designed to serve only those who are both ill-housed and un-
der-privileged. The local public housing agency must demon-
strate that there is a need for the project in the community 
and tha t the rents in the project will be low enough to meet 
that need. The Act makes it very clear t he dwelling accommo-
dations are to be provided only for those who lack the 
amount of income necessary to enable them to live in decent 
housing without over-crowding . Furtherrr1ore, in order to be 
sure that other families are not accepted as tenants in pub-
lic housing projects, the Act prohibits the acceptance of a 
family as a tenant whose aggregate income exceeds five times 
the renta l of the quarters to be furTiished or, in the ca se 
of families with three or more dependent~, six times the 
rental. 
The foregoing discussion of the United States Hous-
ing Act is somewhat general. Perhaps it will be a little 
clearer to take a specific example to illustrate the manner 
in which this Act would work in a particular city. 
Specific Example Illustrating How Act Works. i:...s-
sume that an application is filed with the United States 
- 7 - 11085 H 
Housing Authority for a housing project costing $1,250,000 
containing 1,000 rooms, and located in a city where surveys 
show that the families of low income who need the project 
can afford to pay only $4 per room per month. Further as-
sume that the public housing agency requests aid by way of a 
loan and annual contributions. The local agency would pro-
ceed to borrow $1,125,000, or 90 percent of the cost of the 
project, from the United States Housing Authority, and would 
obtain the remaining $125,000 from local sources. 
While the loan from the Federal Government, supple-
mented by 10 percent in local funds, will make it possible 
to construct a housing project, it will not be possible to 
fix $4 rents in the project without a subsidy. This subsidy 
would have to be enough to make up the difference between 
the economic or unsubsidized rent that would otherwise have 
to be charged in the project and the $4 rental which the 
slum dwellers can afford. The economic rent in the project 
would be based upon the total amortization charges and the 
total operating expenses of the pro~iect. Thus, to take an 
example where tax exemption is granted, if the annual ct~rge 
for interest, depreciation and runortization is $45,000 and 
the annual cost of maintenance and operation is $40,000, the 
total annual fixed charges would amount to $85,000. These 
fixed charges would require a total annual economic rental 
from the project equal to $85,000. 
However, the rentals on 1,000 rooms at $4 per room 
per month would be only $48,000 per year. When this amount 
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is a pplied toward payment of the annual charges, a balance 
of $37,000 per year remains which must be made up in ordt'r 
to prevent an operating loss. This sum of $37,000 would )e 
the amount of the annual ca sh contribution needed to operate 
the project, and could be granted because under the law the 
maximum annual contribution on a $1,250,000 project at 3~ 
would be $43,750. 
The local annual contribution must equal at least 
one-fifth of the annual Federal contribution. The f act is, 
however, that the local contribution would have to be suffi-
cient, together with the Federal contribution, to provide 
housing at monthly rentals of $4 per room. Tax exempt.ion 
would undoubtedly be necessary to the achievement of this 
rental, for full taxes on the public housing project would 
generally increase this total monthly rental per room to al-
most $8. Consequently, if a project is to be undertaken 
which will be of the low-rent character contemplated by the 
United States Housing Act and which will meet the local 
needs, the local contribution should take the form of full 
tax exemption. This form of contribution would be suffi-
cient to meet the minimum requirement of a 20 percent local 
contribution to supplement the Federal subsidy. Since the 
local contribution takes the form of tax exemption, the Fed-
eral annual contribution would be $37,000 in this particular 
case, or le s s t han 3 percent of the cost of the project. 
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As one who has spent the past five years in Wash-
ington, and who has seen the ever increasing volume of Feder-
al statutes and Federal agencies, creating a vast new conge-
ries of legal interests and administrative regulations, this 
thought has often come to me: 
How sad must be the lot of the practicing attorney 
or municipal officer, who cannot bury his head in the sands 
of a single government agency, but instead finds it necessa-
ry to explore an endless mass of new materials in order to 
keep himse l f abreast of his trade. 
Sometimes I think that the weary attorney may take 
comfort in the thought that some day the recurrent emergen-
cies which have produced the plethora of new undertakings 
will disappear, some day a Congress with a dif ferent politi-
cal philosophy will come into power and repeal some of these 
laws, some day the Supreme Court will declare a few more of 
them unconstitutional and thus decrease the size of his per-
plexity. 
But I am afraid that any ''cruelly harassed lawyer '' 
thinking along these lines can derive no satisfaction from 
the United States Housing Authority or from a contemplation 
of the problems which it creates. For the United States 
Housing Authority, although less than a year old, gives un-
usua l promise of b eing here to stay. Its roots reach too 
deep into the needs of the country to be quickly torn out, 
and its methods fit too well into our customary governmental 
procedure to be lightly di s carded. 
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The need for housing, particularly the need for 
low-rent housing and slum clearance, is widespread and long 
standing. Municipalities in every section of the country 
have felt the drain of the slums upon their resources in 
terms of excessive costs for city services, including hospi-
talization, crime prevention, and the treatment of juvenile 
delinquency. Social workers have seen in the amelioration 
of slum conditions an attack upon basic evils at their 
source. Cool-headed economists and business men have recog-
nized in the stimulation of a large scale building program 
the most solid single factor in the stabilization and expan-
sion of industry. Labor has looked upon such a program as a 
road to reemployment. And it has come to be recognized gen-
erally that no slum clearance and rehousing program can be 
achieved without some public aid for those low-income g~oups 
who cannot pay for decent housing entirely out of their own 
pocketbooks. Subsidies foT public housing are one of the 
few kind of subsidies which practically no one today opposes. 
Both the Federal Government and the municipalities 
have had a long experience in the slum problem. The munici-
palities began their attack upon the slums long ago, first 
in the form of purely restrictive legislation such as tene-
ment house laws, and somewhat later in the form of various 
types of positive public aid, such as tax exemption for lim-
ited dividend housing corporations. No municipality tried 
these devices without finding them inadequate in terms of 
the size of the problem, and without recognizing the need 
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for a Nation-wide program with some Federal help. The Feder-
al Government, on the other hand, some five years ago began 
its own attack upon the slums with a progrrun of Federally 
built, owned, and operated housing projects. It took very 
little time for Washington to realize that the essential ele-
ments of housing were local and that no centralized housing 
program could ever succeed. Therefore, the Federal Govern-
ment and the localities, beginning at opposite poles, have 
marched toward each other and through experience have 
reached a common ground. On that ground they are building 
together a well-balanced and united attack upon the slums. 
The product of that experience and the major weapon in this 
attack is the United States Housing Act. 
Fundamentally, the United States Housing Act of 
1937 is not novel in its structure or in its method of opera-
tion. It sets up in the Department of the Interior a corpor-
ation of perpetual duration. It empowers this corporation 
to extend financial aid to State or local public housing 
agencies to aid in the development and operation of low-rent 
housing and slum clearance programs by such agencies. A 
public housing agency is defined as any unit of State or lo-
cal government or any public corporation authorized by State 
or local law to engage in such activities. 
This financial aid from the United States Housing 
Authority to the localities is extended in two forms, loans 
and grants. The loans are made entirely on a self-liquidat-
ing basis to cover capital costs. They bear interest a t a 
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rate not less than the going Federal rate of interest at the 
time when made plus ~ of 1%. They are secured by the reve-
nues of the projects which they assist. They are payable 
over a period not to exceed 60 years. The total amount pro-
vided for such capital loans under the United 3tates Housing 
Act is $800,ooo,ooo, available immediately out of the pro-
ceeds of United States Housing Authority bonds sold by the 
Authority and guaranteed as to principal and interest by the 
United States Government. 
In addition to these loans, the Act provides for 
grants to local housing authorities to help bring rentals 
within the reach of slum dwellers. These grants are of two 
types. The first type is the capital grant, which is paid 
as part of the capital cost of the project. Under the Act, 
no capital grant can exceed 25% of the total capital cost of 
the project. To supplement this capital grant, the Presi-
dent may allocate to the Authority, from any funds ava ilable 
for the relief of une .mplo~nent, an additional capital grant 
of not to exceed 15% of the total capital cost of the pro-
ject, to be expended for the payment of labor. The Act 
makes only $30,000,000 available for capital grants, which 
is of course an insignificant sum in terms of an $80o,ooo,-
OOO building program. 
The more important type of grant under the United 
States I!ousing Act, in fact the only type which is now con-
templated by the United States Housing Authority and the on-
ly type likely to be used to any sizable extent in the 
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future, is the annual contribution. Under the annual contri-
bution method, there are no subsidies until the project is 
completed with loan funds. Then the United States Housing 
Authority pays to the local authority annual contributions 
toward meeting part of the difference between all the annual 
financial charges on the project, including debt retirement, 
and the rentals which slum dwellers can afford to pay. 
These annual contributions, which cannot exceed in any one 
year a sum equivalent to the going Federal rate of interest 
plus 1% of the capital cost of the project, are contracted 
for to be paid in fixed and uniform amounts over a period 
not to exceed 60 years. Such annual contributions are paid 
out of sums annually appropriated by Congress, and once they 
are contracted for the faith and credit of the United States 
is pledged toward their payment. At the present time, the 
United States Housing Authority is authorized to enter into 
contracts calling for annual contributions not in excess of 
$28,000,000 per year. Roughly speaking, this is sufficient 
to cover the subsidies on an $800,000,000 construction pro-
gram. 
In connection with these financial provisions, the 
Act contains important requirements of local participation. 
It requires that the annual contributions of the Federal Gov-
ernment must be matched in the ratio of at least 1 to 5 by 
annual contributions from local sources. As a matter of 
practice these local annual contributions have almost invari-
ably taken the form of tax exemption, and have averaged 
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about 60% of the Federal annual contributions. The Act pro-
vides also that where annual contributions are to be paid, 
the Federal loan for the original capital development of a 
project shall not exceed 90% of its capital cost. The other 
10% must be raised locally, either from public sources or by 
private loans. This represents the bare outlines of the 
United States Housing Act. It may be well to summarize the 
significance of these provisions, as I view them. 
First, the United States Housing Act establishes a 
carefully planned and equitably adjusted division of respon-
sibility between the Federal Government and the localities 
in meeting the slum problem. 
Second, the Act creates the per.n~nent Nation-wide 
machinery for a well-planned long-term public works program, 
which can be expanded or contracted with great facility and 
without waste depending upon economic conditions and which 
is devoted solely to the production of an unquestionably de-
sirable commodity - better homes for those now compelled to 
live in the slums. 
Third, through the annual contributions system the 
Act initiates a very sound system of Federal financing. It 
is a system under which the ultimate incidence of cost to 
the public of slum-clearance and low-rent housing is borne 
in each year as the benefits accrue. This is strictly com-
parable to paying on an annual basis rather than in advance 
the annual cost of medical care or education. It makes pos-
sible an extremely large housing program with relatively 
slight annual expenditures. 
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Fourth, this system of financing is peculiarly 
well adapted to the inducement of private capital into the 
housing field. The Federal annual contributions, by increas-
ing the revenues of the project, add so much to the security 
of the capital loans that private capital is now willing to 
enter this field at surprising low interest rates. 
Fifth, the program has the virtue of being non-com-
petitive with private industry. It is commonly accepted 
that private industry cannot service with decent housing the 
people within the income groups that public housing reaches. 
Because of these appealing features, the public 
housing program is expanding with amazing rapidity. Thirty-
three states have passed enabling legislation. The United 
States Housing Authority has already earmarked more than 
$500,000,000 for loans. Actual loan contracts are being 
written at the rate of $50,000,000 per month. The number of 
housing authorities has increased from less than 50 in Novem-
ber 1937 to more than 180 today. State legislation and 
state constitutional changes are facilitating co-operation 
with the United States Housing Authority, and are evidencing 
a larger assumption of individual state and municipal respon-
sibility in the housing field. 
There is no time for me to discuss even briefly 
all of the legal problems which the United States Housing 
Act raises. There are new and complex problems in connec-
tion with tax exemption, the issuance of local housing au-
thority bonds, the sale of such bonds to private investors, 
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the requirement of local annual contributions, the require-
ment that through the police power or otherwise there be de-
molished in each locality a nu.rnber of' slum dwellings a t 
least equivalent to the number of new dwellings built. 
There are also problems in connection with the cost limita-
tions of the Act, re quiring that no project shall cost more 
than $1,000 per room and $5,00 0 per family unit in cities of 
500,000 or less, nor more than ;j)l,250 per room, and ~~5,000 
per family unit in larger cities. 
I am anxious, however, to discuss certain legal 
questions in connection with the constitutionality of the 
United States Housing Act, and in connection with the organ-
ization of local housing authorities. 
The United States Housing Act raises four main con-
stitution questions: 
(1) Does Congress have power to appropria te in 
aid of slum clearance and low-rent housin.g and f or the em-
ployment relief which such action produces? 
(2) If Congress has this power, do any attendant 
purposes or methods or consequences of the United States 
Housing Act viola te the Tenth Amendment? 
(3) Is there an improper delegation of legisla-
tive power under the Act? 
(4 ) Does a prospective litigant have a standing 
in court to question the validity of the Act? 
As to the first question. The power of Congress 
to appropriate money for slum clearance and low-rent housing, 
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if it resides anywhere, must reside in the right to "provide 
for the general welfare". 
Three important views have been taken with respect 
to the general welfare clause. The first view is that it 
confers an entirely independent and plenary power upon Con-
gress. The second view, advanced by Madison, is that the 
g eneral welf are clause has no separate significance whatso-
ever, but is strictly limited by subsequent direct grants of 
specific powers to Congress. The third view, supported by 
Hamilton and Story, is that the general welfare clause is a 
limitation upon the taxing power, and by implication upon 
the spending power, but that it is not limited by the subse-
quent direct grants of power to Congress. 
The opinion of ~w. Justice Roberts, written for 
the Supreme Court in the case of ~nited States v. Butler 
(297 U. S. 1, 1936), involving the constitutionality of the 
Triple A, decided unequivocably in favor of the third view -
that the right of Congress to spend for the general welf are 
is not limited by the other enumerated powers of Congress. 
That expenditures f or unemployment relief fall 
within the welfare clause can hardly be questioned after the 
opinion of N~. Justice Cardozo for the Supreme Court in 
Steward Machine Co. v. Davis (301 u. s. 548, 1937), sustain-
ing parts of the Social Security Act. While it is impossi-
ble to conceive of a Nation-wide building program t!~t would 
not substantially and directly relieve unemployment, it 
seems clear that low-rent housing and slum clearance 
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standing on their own feet can be brought under the general 
welfare clause. In Green v. Frazier (253 u. S. 233, 1920), 
the Supreme Court upheld the power of the State of North Da-
kota to provide homes for its residents, most of whom were 
itinerant tenants. While this decision merely held that 
housing was a public purpose, the only add itional feature 
necessary to bring housing under the general welfare clause 
would be to regard it as a public purpose national in scope. 
In terms of the wide-spread character of the evil, the ef-
fect of the evil upon the national health, morals and securi-
ty, and the inability of the localities themselves to handle 
the problem, it is hard to see hov! slum clea rance is any 
less a matter of the general welfare than unemployment re-
lief. 
The second question is whether any attendant pur-
poses or methods or consequences of the United States Hous-
ing Act violate the Tenth Amendment. 
In the Butler case, Mr. Justice Roberts certainly 
did not hold clearly that Congress could not appropria te mon-
ey for agricultural subsidies under the g eneral welfare 
clause. For if he had so held, there would have been no 
need for the Court to go into the question of the limita-
tions imposed by the Tenth Amendment. But liJir. Justice Ro-
berts did hold clearly that even a valid expenditure under 
the welfare clause would be invalid if made a vehicle for 
the regulation in substance by Congress of an activity sup-
posedly reserved to the states by the Tenth Amendment --
namely, agricultural production. 
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This decision, whether sound or unsound, should 
not have surprised anyone. In essential philosophy, it was 
not dissimilar to Hammer v. Dagenhardt (247 u. S. 251), de-
cided in 1917. In that case the Supreme Court had held that 
the power of Congress to regulate interstate commerce could 
not be used to implement regulation in substance by Congress 
of a matter supposedly reserved to the states - namely, the 
employment of child labor. 
The strongest protestant against the view that a 
specific grant of power to Congress could be cut down be-
cause of its incidental purposes or effects was Mr. Justice 
Holmes. Dissenting in Hammer v. Dagenhardt, he said quite 
boldly that a specific grant of power to Congress was plena-
ry, and insofar as the exercise of the power satisfied due 
process he argued that it could not be restricted because of 
any effect which it might have upon matters within the bor-
ders of the several states. 
I am not aware that anyone on the Court ha s yet 
gone quite as far as Mr. Justice Holmes in this direction. 
The dissent of .Mr. Justice Stone in the Butler case was 
based largely on the view that the agricultural benefits con-
stituted a mere inducement to farmers and not coercion. It 
may be difficult in future cases, however, to determine 
where inducement ends and coercion begins. 
For real clarification of this difficult question, 
we must look to the opinion of Mr. Justice Cardozo in the 
Steward case. Here the Court held that where the conditions 
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~xacted of the state in return for a receipt of money were 
conditions incidental to the proper devo t ion of t he money to 
the purposes for which it was intended, then t he conditions 
d id no t violate the Tenth Amendment. It was otherwise in 
the Butler case, where the restriction of production was 
held to be a regulatory matter unrelated to the use of the 
money Congress was spe nding . In other words, the Court has 
drawn a distinction between the use of money in connection 
. 
with a plan of r egula tion, and a mere insistence tha t the 
agent through whom the money is spent spends it in accord-
ance with the purposes which called it forth. The first was 
held unconstitutional, the second was not. To hold other-
wise as to the second would overthrow the entire system of 
Federa l grants-in-aid. 
While the distinction drawn by the Court is cer-
tainly not without meaning , I am not at all certain that it 
will be easy to a pply the distinction in all future ca ses. 
It may be tha t the Court will be driven either in the direc-
tion of more general application of the Butler and Dagen-
hardt cases, or to full acceptance of the principles enunci-
ated by w~. Justice Holmes years ago. But in any event the 
Steward case seems to remove any likelihood that the Tenth 
Amendment presents any bar to the United States Housing Act. 
For in that Act there is no regulation whatsoever imposed up-
on the local housing authorities, but only conditions inci-
dental to the devotion of money to the public purposes for 
which Congress intended it. There is no co ercion whatsoever, 
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because no State is brought into the picture unless it volun-
tarily enacts a public housing law. The voluntaryism here 
is far greater than the voluntaryism of state action which 
Mr . Justice Cardozo held sufficient. 
A more recent case, United States v. Bekins (82 L. 
Ed. 751, 1938), sustaining the so-called Second Municipal 
Bankruptcy Act, makes it even clearer that the Tenth Amend-
ment does not prohibit the States from contracting voluntari-
ly to assent to conditions that in the words of the Supreme 
Court nwill assure a fair and just requital for benefits re-
ceived." 
The third question is whether there is an unconsti-
tutional delegation of power under the Act. 
The exactitude of standards and limitations set 
forth in the United States Housing Act seem beyond question 
to remove the statute from the criticism ~mich struck down 
the N.R.A. in the "Hot Oil" (Panama Refining Co. v. Ryan, 
293 u. s. 388, 1935) and "Sick Chicken" (Schecter Poultry 
Corp. v. United States, 295 u. s. 495, 1935) cases. 
A mere enumeration of the standards imposed upon 
the Administration by the Act, in f act, will show them to be 
more precise than in many of the Federal Statutes which have 
been sustained by the Supreme Court. Thus, loans and subsi-
dies are specifically limited as to time and amounts and con-
ditions; "public housing agencies" are defined and financial 
aid restricted to such agencies; the amount to be expended 
in any one State is fixed; "slum clearance" and "low-rent 
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housing" and "families of low income'' are defined; and maxi-
mum construction costs of housing projects and definite la-
bor standards are prescribed. 
The f ourth question is whether a prospective liti-
gant has a standing in court to question the validity of the 
Act. 
The constitutionality of the Act might be chal-
lenged by a bill to enjoin the consummation of financial 
transactions, such as contracts for loans and annual contri-
butions entered into between the United States Housing Au-
thority and local housing agencies. The two types of per-
sons who mi ght attain a standing to sue by virtue of action 
affecting their interests would be: first, taxpayers whose 
future tax burdens might allegedly be increased; and second, 
persons engaged in private housing for profit with whom pub-
lic housing might allegedly be in competition. 
As to taxpayers, it is well established tha t a tax-
payer cannot prevent enforcement of a Federal statute on the 
basis of remote and uncertain fluctuations or increases in 
future taxation. (See Frothingham v. Mellon, 262 u. s. 477, 
1923, and Franklin v. Tugwell, 85 F(2) 208, 1936.) 
As to those alleging the competition of public 
housing, the recent decision in the case of Alabama Power Co. 
v. Ickes (302 u. s. 464, 1938) settled the point that a pri-
vate citizen has no legal standing to complain against law-
ful public enterprise financed with aid of public monies. 
- 15 - 31965 H 
Besides, on the facts it is generally conceded that public 
housing does not compete with private enterprise. 
While the course of Supreme Court decisions is 
serving to entrench the United States Housing Authority, an 
increasing number of decisions in State courts are sustain-
ing the validity and powers of local housing authorities. 
These local authorities, modeled in some respects after the 
New York Port Authority and other municipal authorities, are 
the real spear-heads of public housing. They constitute one 
of the most significant developments in recent law, and will 
play a major role in the coming history of municipal govern-
ment. 
In New York, in Kentucky, in North Carolina, in 
Louisiana, in Pennsylvania, and most recently in Florida 
there have been decisions which not only give housing the 
green light in these important States, but which are doubly 
significant 'because the statutes which they sustained are in 
all vital respects similar to those in most of the thirty-
three states with housing legislation. For this latter rea-
son particularly, these decisions bear s~~tion. 
In New York City Housing Authority v. Muller (270 
N. Y. 331, 1 N. E. (2) 153, 1936), an action by the authori-
ty to condemn land for use as a site for a low-rent housing 
project, the Court of Appeals of New York held that low-rent 
housing is a public use for which property may be condemned. 
In a decision which marked a significant advance in the law 
relating to municipal housing, Judge Crouch for the New York 
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Court of Appeals described the implements available to the 
state in its attack on the low-rent housing problem as fol-
lows: 
"The fundamental purpose of government is to pro-
tect the health, safety, and general welfare of the pub-
lic. All its complicated activities have that simple 
end in view. Its power plant for the purpose consists 
of the power of taxation, the police power, and the pow-
er of eminent domain. \Vhenever there arises, in the 
state, a condition of affairs holding a substantial men-
ace to the public health, safety, or general welfare, 
it becomes the duty of the government to apply whatever 
power is necessary and appropriate to check it. There 
are differences in the nature and characteristics of 
the powers, though distinction between them is often 
fine. (Citing cases). But if the menace is serious 
enough to the public to warrant public action and the 
power applied is reasonably and fairly calculated to 
check it, and bears a reasonable relation to the evil, 
it seems to be constitutionally immaterial whether one 
or another of the sovereign powers is employed. 11 
Following this case, both in principle and in time, 
carne the well-known case of Spalm v. Stewart (268 Ky. 97, 
103 s. w. (2) 651, 1937), in which the Court of Appeals of 
Kentucky rendered a decision completely sustaining the valid-
ity of the Kentucky Act. That case decided: 
(1) That the law related to one subject; 
(2) That an authority (called a commission in Kentucky) 
may exercise the power of eminent domain; 
(3) That there was no delegation of legislative power; 
(4) That the property and the bonds of the authority 
are tax exempt; 
(5) That the debts of the authority are not debts of 
the state or of any political subdivision thereof; and 
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(6) That a city can make an appropriation to an author-
ity to enable it to meet its preliminary functioning ex-
penses. 
The importance of the tax-exemption of a local 
housing authority's projects cannot be over-emphasized. It 
is for this reason that the third case, the recent advisory 
opinion of the J ustices of the Supreme Court of Alabama (179 
So. 535), was so widely hailed. In that opinion, the Jus-
tices held that the real and personal property of all hous-
ing authorities are exempt from ad valorem taxation. The 
significance of this opinion becomes even more apparent when 
it is recognized that the Alabruna Housing Authorities Law it-
self does not grant such exemption. 
In the fourth case, Wells v. Housing Authori~ of 
the City of Wilmington, North Carolina, and the Ci~ of Wilm-
ington, North Carolina (- N. c. -, 197 s. E. 693), decided 
about a month ago, the Supreme Court of North Carolina held: 
(1) That slum clearance and construction of low-rent 
housing projec t s to rehouse low-income slum dwellers are pub-
lic purposes in which a local housing authority may legally 
become engaged. 
(2) That a local housing authority has the right to ex-
ercise the power of eminent domain in condemning property 
for the purpose of constructing low-rent housing projects 
for families with l.ow income. 
(3) That a local housing authority is a municipal cor-
poration within the meaning of Article 5, Section 5 of the 
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North Carolina Constitution, and a s such, all real and per-
sonal property owned and administered by such authority is 
exempt from all State, county and local ad valorem taxes. 
(4) That revenue bonds issued by a local housing au-
thority for the purpose of aiding in the financing of hous-
ing projects are not debts or obligations of the authority 
or of the municipality vnthin the meaning of the Constitu-
tional provisions forbidding the incurring of debt without a 
vote of the people. 
(5) That a city may lawfully convey real estate to a 
local housing authority with or without consideration. The 
Court held that the benefits received by the municipality in 
carrying out the purposes of the Act was a sufficient moneta-
ry consideration to support a conveyance of real estate from 
the city to the authority. 
(6) That a local housing authority is not an adminis-
trative agency of the city but is a separate and distinct 
municipal corporation. 
The fifth decision was rendered a few weeks ago in 
the case of State ~ rel. Porterie v. Housing Authority of 
New Orleans. In that case, the Supreme Court of Louisiana 
held: 
(1) That a city may lawfully contribute or lend funds 
to a local housing authority for preliminary or organization 
expenses and may purchase the bonds of a local housing au-
thority. The Court held the City in so doing was performing, 
indirectly through a public agency created by the State and 
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sanctioned by its own governing authority, one of the prima-
ry functions of municipal government. 
(2) That the City of New Orleans, acting through its 
Commission Council, may lawfully close streets within the 
area of a housing project and sell same to the local housing 
authority. 
(3) That the housing authorities law is a general law 
notwithstanding its application is limited to cities having 
a population of over 20,000. 
(4) That the property of local housing authorities ac-
quired and held for the purposes authorized by the Louisiana 
Housing Authorities Law is "public property" and as such is 
exempt from taxation by virtue of Article X, Section 4 of 
the Constitution of Louisiana. 
(5) That a local housing authority has the right to ex-
ercise the power of eminent domain in condemning property 
for the purpose of constructing low-rent housing projects 
for families of low income. 
(6) That the debts of a local housing authority will 
not be debts of the City or of the State or of any municipal-
ity thereof. 
(7) That a local housing authority is not a municipal 
corporation within the meaning of Article XIV, Section 14 of 
the Constitution of Louisiana and so is not required to com-
ply therewith in issuing bonds and incurring debt. 
The sixth decision, in the case of Dornan v. Phila-
del-ohia Housing Authority, Cil;L of Philadelphia and the 
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School District of Philadelphia, rendered on June 30 by the 
Supreme Court of Pennsylvania held: 
(1) That the use to which the property acquired by the 
housing authorities will be devoted constitute a public use 
within the legal definition of that term. 
(2) That the projects will 'be entitled to complete tax 
exemption including exemption from taxes imposed for school 
purposes. 
(3) That the housing authorities law does not violate 
the constitutional provision against special legislation reg-
ulating the affairs of counties, cities, townships, wards, 
boroughs or school districts. 
(4) That the housing authority law does not involve 
any constitutional delegation of legislative power. 
(5) That the housing authorities do not constitute spe-
cial commissions within the meaning of Article III, Section 
20 of the Constitution which prohibits the General Assembly 
from delegating to such commissions any power to make, super-
vise or interfere \vith any municipal improvement, money, 
property or effects, or to perform any municipal function. 
(6) That housing authorities are not municipalities 
and the debts of such authorities are not debts of any city, 
county, municipal subdivision or the commonwealth. 
(7) That the titles of both the housing authorities 
law and the housing cooperation law are broad enough to cov-
er .the subject matter and that each of these laws relates to 
one subject. 
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The most recent decision, in the case of Marvin v. 
The Housing Authority of Jacksonville, Florida et al. ren-
dered by the Supreme Court of Florida late in July, 1938, 
held: 
(1) That low-rent housing and sl·wn clearance is a pub-
lic purpose; 
(2) That the obligations of a housing authority in 
Florida are not debts of the municipal corporation in which 
the authority functions and are not bonds within the meaning 
of the Florida Constitution, and thus, that an election is 
not necessary to authorize such obligations; and 
(3) That the property of local housing authorities is 
exempt from taxes. 
From these land-mark cases certain broad general 
principlesemerge. These may be said to be: 
(1) That projects of local housing authorities are ex-
empt from taxation; 
(2) That low-rent housing and slum clearance are in 
.furtherance of a public purpose for which the power of emi-
nent domain may be exercised; 
I 
(3) That the obligations of local housing authorities 
are not the debts of the state or of its other political sub-
divisions; 
(4) That there is no delegation of legislative power 
in the usual housing authority legislation. 
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I have no hesitancy in predicting that the Supreme 
Courts of other States will soon be adding to the body of fa-
vorable housing law. 
The law has always been a public profession. It 
is becoming more so as the fields of public and private law 
interpenetrate, and as government through law comes to in-
vest more and more in the security an::i welfare of its citi-
zens. Public housing, because it touches upon a most funda-
mental need, is one of the most illwninating examples of a 
trend that commenced, not with the advent of a particular po-
litical party, but with the advent of the machine age, and 
that will continue in one form or another so long as our so-
ciety remains industrial. To the lawyer housing presents a 
challenge: a challenge to bring to bear all the talent and 
all the good counsel that training, experience and dedica-
tion to public service can command. 
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